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PUBLIC AUDIT COMMITTEE
AGENDA
5th Meeting, 2016 (Session 4)
Wednesday 10 February 2016
The Committee will meet at 10.00 am in the Robert Burns Room (CR1).
1.

Declaration of interests: Mark Griffin will be invited to declare any relevant
interests.

2.

Decision on taking business in private: The Committee will decide whether
to take items 6 and 7 in private and whether to consider its draft legacy paper in
private at future meetings.

3.

Section 22 report - The 2014/15 audit of the Scottish Police Authority: The
Committee will take evidence on the Auditor General for Scotland's report
entitled ''The 2014/15 audit of the Scottish Police Authority'' from—
Paul Johnston, Interim Director-General Learning & Justice, Scottish
Government;
John Foley, Chief Executive, and Andrew Flanagan, Chair, Scottish Police
Authority;
Philip Gormley QPM, Chief Constable, Police Scotland.

4.

Section 23 report - Scotland's colleges 2015: The Committee will consider a
response from the Scottish Government to the Committee's report entitled
"Report on Scotland's colleges 2015".

5.

Settlement Agreements: The Committee will consider the Scottish
Government's Annual Report on the Use of Settlement Agreements 2014/15.

6.

Section 22 report - The 2014/15 audit of the Scottish Police Authority: The
Committee will consider the evidence received at agenda item 2 and take
evidence from—
Caroline Gardner, Auditor General for Scotland;
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Gillian Woolman, Assistant Director, and Mark Roberts, Senior Manager,
Audit Scotland.
7.

Legacy paper: The Committee will consider its approach to its draft legacy
paper.

Anne Peat
Clerk to the Public Audit Committee
Room T3.60
The Scottish Parliament
Edinburgh
Tel: 0131 348 5390
Email: Anne.peat@scottish.parliament.uk
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Mr Andrew Flanagan
Scottish Police Authority
1 Pacific Quay
Glasgow
G51 1DZ

15 December 2015

Dear Mr Flanagan
SCOTTISH POLICE AUTHORITY: REVIEW OF GOVERNANCE
In response to your letter of 17 November 2015, thank you very much for the opportunity to contribute
to your review of governance arrangements of the Scottish Police Authority and Police Scotland.
Background
The Public Finance and Accountability (Scotland) Act 2000 gives me the powers to appoint the
auditor of the Scottish Police Authority. It also gives me powers to prepare reports to the Scottish
Parliament under sections 22 and 23 of that Act:
x
x
x

on the basis of the auditor’s annual report;
into the economy, efficiency and effectiveness of the Police Service; or
into the Police Service’s progress in securing Best Value.

Since the establishment of the Scottish Police Authority and the Police Service of Scotland, Audit
Scotland has conducted:
x

a performance audit, published in September 2013, examining the process of establishing the
unified police service under the oversight and direction of the Scottish Police Authority.

x

two full annual audits of the SPA’s accounts for 2013/14 and 2014/15, both of which resulted
in the auditor issuing a modified opinion and a report to the Scottish Parliament under section
22 of the Public Finance and Accountability (Scotland) Act 2000; and

My observations relating to governance are derived largely from this work but also from our wider
experience of good governance arrangements elsewhere in the public sector. I note that Gillian
Woolman, the Scottish Police Authority’s appointed auditor, wrote to you on 6 November 2015
enclosing copies of these and other Audit Scotland reports relating to the Scottish Police Authority.
Some of the recommendations in these reports address issues relevant to your review.
General observations
I recognise the immense amount of work that has gone on over the last two years in both the Scottish
Police Authority and in Police Scotland to establish the new national structures for policing in
Scotland. I also recognise that this has happened within very challenging financial circumstances and
legislative and policy constraints. I do not believe that these pressures will diminish in the short to
medium term. In such a context, it is imperative that an effective system of governance and
accountability operates.
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In general, good governance exists where there are clear roles and responsibilities, simple lines of
accountability and effective working relationships between key individuals and groups. During the first
two years of operation of the Scottish Police Authority and Police Scotland, these characteristics have
not always been in evidence. I am therefore pleased that your review intends to: “clarify the respective
roles and responsibilities of all bodies named within the Police and Fire Reform (Scotland) Act 2012”.
Specific responses
The first element of your terms of reference is to: “Ensure that local interests are effectively
represented in national scrutiny processes; that decision making on national priorities, policies and
programmes takes account of local needs; and that there is appropriate discretion and flexibility within
national policies to reflect local circumstances.”
I welcome a review of how local interests are best reflected within the Scottish Police Authority’s
decision-making and scrutiny processes. I have no specific observations to make regarding this part
of your review, except to note that bridging this gap between local (however defined) and national in
scale is challenging to do in a proportionate manner.
The second element of your review’s terms of reference is to “Ensure that the Scottish Police
Authority has the appropriate structures and skills to undertake effective scrutiny. In so doing identify
any skills gaps and development requirements and consider any external expertise that needs to be
brought to bear to support scrutiny of major change programmes.”
External audit is one component of what is an intensive system of scrutiny surrounding the Scottish
Police Authority and Police Scotland. Its role is to provide assurance that effective financial
management and good governance arrangements are in place. The forum for external audit to either
provide assurance or raise concerns to Scottish Police Authority non-executive board members is the
Audit and Risk Committee. We have concerns that the wide remit of the Audit and Risk Committee
has been to the detriment of the profile of the work of internal and external audit. Furthermore, the
Scottish Police Authority’s decision to amalgamate the roles of its Finance and Investment Committee
and the Audit and Risk Committee give rise to the following risks:
x

diminish further the attention given to the findings and recommendations resulting from our
external audit work; and

x

undermine the separation between decision-making regarding finance and investment and
scrutiny of those decisions.

I would also stress that I see regular meetings between non-executive members of audit committees
and external auditors, without management being present, as good governance practice and to be
encouraged.
Internal audit is also an important aspect of scrutiny and improvement that assists external audit in its
work as well as supporting the management of an organisation. The fact that the Scottish Police
Authority’s new internal auditor was unable to start work on the 2015/16 internal audit plan until the
latter part of 2015 due to delays in vetting procedures is therefore concerning.
In any organisation, we are primarily concerned that there is effective operational financial
management, a focus on long-term financial sustainability and good and improving performance
against corporate objectives and targets. We have previously reported our concerns regarding the
level of financial expertise amongst Scottish Police Authority non-executive board members following
Robert Wilson’s resignation in December 2013. We recognise that recent appointments to the
Scottish Police Authority, including your own, have strengthened capacity in this area. It is imperative
that this capacity is maintained and enhanced.
The Police and Fire Reform (Scotland) Act 2012 sets out the Scottish Police Authority’s role as being
to:
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f
Yours sinccerely

Caroline G
Gardner
Auditor General for Scotland
S
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Key Messages

Key Messages


An unqualified opinion on the financial statements has been issued. However the opinion on
Other Matters has been modified as follows: Aspects of the accounting records and access to
information and explanations in the area of property, plant and equipment were of poor quality. In
my opinion, therefore, adequate accounting records have not been kept in respect of these areas
for the 2014/15 financial year.



This is the second year that such a modification has been issued on the SPA accounts.



The Scottish Police Authority operated with a total resource budget (grant in aid) of £1,172million
for 2014/15 against which it reported a cash overspend of £4.5million and a non-cash overspend
of £4.3million; an overall overspend of £8.8million.



The Statement of Comprehensive Net Expenditure, including pension costs, shows total spend of
£1,760million.



The closing financial position is a negative equity position of £14,626million.



The long term strategic financial plan remains outstanding.



There is a need to improve a number of aspects of governance arrangements



With the exception of systems for property, plant and equipment, systems of internal control
operated effectively by the conclusion of 2014/15 but there remains room for improvement.



There is a lack of transparency in reporting the financial position.

Audit of
financial
statements

Financial
management
and
sustainability

Governance
and
transparency

Report to the Scottish Police Authority and the Auditor General for Scotland on the 2014/15 audit
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Key Messages

Outlook



The Scottish Police Authority does not have a long-term financial strategy to demonstrate the
financial sustainability of policing in Scotland over the next decade.



There has been prolonged interruption in the delivery of Internal Audit services.



The newly appointed Chairman is undertaking a 6 month review of governance in the SPA and is
expected to report in March 2016.



The SPA has recently announced the successor Chief Constable who will take forward the next
phase of police service transformation in Scotland.

Report to the Scottish Police Authority and the Auditor General for Scotland on the 2014/15 audit
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Introduction

Introduction
1.

This report is a summary of our findings arising from the
2014/15 audit of the Scottish Police Authority (SPA).

2.

The management of the SPA is responsible for:

3.

4.



preparing financial statements which give a true and fair
view, in accordance with the relevant financial reporting
framework



ensuring the regularity of transactions by putting in place
appropriate systems of internal control



maintaining proper accounting records



preparing and publishing an annual report, including
management commentary (with a strategic report and a
directors’ report), an annual governance statement and a
remuneration report



preparing a Whole of Government Accounts return.

express an opinion on the financial statements that have been
prepared by management with the oversight of those charged
with governance. This does not relieve management of their
responsibility for the preparation of financial statements.
5.

A number of reports, both local and national, have been issued
by Audit Scotland during the course of the year. These reports
are summarised at appendix II and appendix III.

6.

Appendix IV is the action plan setting out our
recommendations to address the high level risks we have
identified from the audit. We recognise that not all risks can be
eliminated or even minimised. What is important is that the
SPA understands its risks and has arrangements in place to
manage these risks. The Audit and Risk Committee should
ensure that it is satisfied with proposed actions and has a
mechanism in place to assess progress and monitor outcomes.

Our responsibility, as the external auditor of the SPA, is to
undertake our audit in accordance with International Standards
on Auditing, the principles contained in the Code of Audit
Practice issued by Audit Scotland in May 2011 and the ethical
standards issued by the Auditing Practices Board.

7.

We have included in this report only those matters that have
come to our attention as a result of our normal audit
procedures. Consequently, our comments should not be
regarded as a comprehensive record of all deficiencies that
may exist or improvements that could be made.

An audit of financial statements is not designed to identify all
matters that may be relevant to those charged with
governance. It is the auditor's responsibility to form and

The cooperation and assistance afforded to the audit team during
the course of the audit is gratefully acknowledged.

Report to the Scottish Police Authority and the Auditor General for Scotland on the 2014/15 audit
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2014/15 financial statements

Audit of the 2014/15 financial statements


An unqualified opinion on the financial statements has been issued. However the opinion on Other Matters has been
modified as follows: ‘Aspects of the accounting records and access to information and explanations in the area of
property, plant and equipment were of poor quality. In my opinion, therefore, adequate accounting records have not
been kept in respect of these areas for the 2014/15 financial year’.



The financial statements of the Scottish Police Authority give a true and fair view of the state of the body’s affairs and
of its total comprehensive expenditure for the year.



We confirm that the financial statements have been properly prepared in accordance with the 2014/15 Financial
Reporting Manual and the requirements of the Police and Fire Reform (Scotland) Act 2012 and directions from the
Scottish Ministers.



In all material respects, the expenditure and income in the financial statements were incurred or applied in
accordance with applicable enactments and guidance.



The remuneration report to be audited has been properly prepared in accordance with the requirements of the Police
and Fire Reform (Scotland) Act 2012 and directions from Ministers.



The information in the strategic report and directors' report is consistent with the financial statements.

Audit opinion

Financial
statements

Regularity

Other prescribed
matters

Report to the Scottish Police Authority and the Auditor General for Scotland on the 2014/15 audit
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2014/15 financial statements

Whole of
government
accounts



The consolidation pack will be audited and the certified return submitted to the Scottish Government. The reporting
deadline for this has been missed.

Report to the Scottish Police Authority and the Auditor General for Scotland on the 2014/15 audit
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Audit of the 2014/15 financial statements

Submission of financial statements for audit
8.

9.

10.

We received the unaudited financial statements on 31 July
2015, in accordance with the agreed timetable. The draft
accounts were incomplete and have been subject to
substantial revision, both in terms of the Management
Commentary and the figures in the primary financial
statements and in the notes to the accounts. Consequently the
agreed completion date, of 31 October, for the conclusion of
the audit was not achieved.
With the exception of property, plant and equipment, the
working papers were of a good standard and staff provided
good support to the audit team. We formally reported in
October on the inadequacy of the accounting records for
property, plant and equipment at which point officers
acknowledged the need to instigate a plan of action. After
corrective action had been taken, and quality assurance
processes undertaken internally, the audit recommenced on 13
November. The audit concluded on 3 December 2015.
There was a failure of a senior member of management to take
ownership of the fixed assets transition project to the detriment
of the quality of the accounting records and the quality and
timeliness of the 2014/15 financial statements. Senior officers
must reflect on what went wrong and what arrangements must
be put in place to ensure accounting records are at least
adequate at all times and for the timely preparation of good

quality financial statements.
Refer Action Plan no. 1

Overview of the scope of the audit of the financial
statements
11.

Information on the integrity and objectivity of the appointed
auditor and audit staff, and the nature and scope of the audit,
were outlined in our Annual Audit Plan presented to the Audit
and Risk Committee on 15 April 2015.

12.

As part of the requirement to provide full and fair disclosure of
matters relating to our independence, we can confirm that we
have not undertaken non-audit related services. The 2014/15
agreed fee for the audit was set out in the Annual Audit Plan at
£190,000 (2013/14: £190,000 plus £40,000 for additional audit
work). Due to the extended audit work, the extent of the
overrun will be reviewed and an additional fee note raised.

13.

The concept of audit risk is of central importance to our audit
approach. During the planning stage of our audit we identified
a number of key audit risks which had the greatest effect on
the audit strategy, resources and effort. We set out in our
Annual Audit Plan the audit work we proposed to undertake to
secure appropriate levels of assurance.

Report to the Scottish Police Authority and the Auditor General for Scotland on the 2014/15 audit
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Audit of the 2014/15 financial statements
14.

Appendix I sets out the significant audit risks identified at the
planning stage and how we addressed each risk in arriving at
our opinion on the financial statements.

15.

Our audit involved obtaining evidence about the amounts and
disclosures in the financial statements sufficient to give
reasonable assurance that the financial statements are free
from material misstatement, whether caused by fraud or error.

£4.6million is determined to ensure that uncorrected and
undetected audit differences do not exceed our planning
materiality level. We report all misstatements greater than
£90,000.

Evaluation of misstatements
19.

A number of misstatements and presentational adjustments
were identified in the financial statements during the course of
the audit. These were discussed with senior finance officers
who decided to amend the financial statements. From the first
draft (V7) to the final set of accounts (V12) the aggregate
amount by which the results have changed is an increase in
net expenditure of £2,627k and a decrease in the net liability of
£13,178k. Furthermore, the result as shown in the Statement of
Resource Outturn is an increase in net expenditure of £1,817k.

20.

By the conclusion of the audit the net unadjusted error is
£1,485k (tbc). Whilst we request that all errors be corrected,
the final decision on this matter rests with those charged with
governance taking into account advice from officers.

Materiality
16.

17.

18.

Materiality can be defined as, “the maximum amount by which
auditors believe the financial statements could be misstated
and still not be expected to affect the decisions of users of
financial statements. A misstatement or omission, which would
not normally be regarded as material by amount, may be
important for other qualitative reasons (for example an item
contrary to law)”.
We consider materiality and its relationship with audit risk when
planning the nature, timing and extent of our audit and
conducting our audit programme. Specifically, with regard to
the financial statements, we assess the materiality of
uncorrected misstatements, both individually and collectively.
We summarised our approach to materiality in our Annual
Audit Plan. Based on the 2014/15 draft financial statements,
we revised our planning materiality for 2014/15 to £9.1million
(0.5% of gross expenditure). Performance materiality of

Significant findings from the audit
21.

International Standard on Auditing 260 requires us to
communicate to you significant findings from the audit:


The auditor’s views about significant qualitative aspects of
the entity’s accounting practices, including accounting

Report to the Scottish Police Authority and the Auditor General for Scotland on the 2014/15 audit
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policies, accounting estimates and disclosures.

22.



Significant difficulties encountered during the audit.



Significant matters arising from the audit that were
discussed, or subject to correspondence with management.



Written representations requested by the auditor.



Other matters, which in the auditor's professional judgment,
are significant to the oversight of the financial reporting
process.

A summary of the main adjustments are contained in the
following table together with significant issues that, in our view,
require to be communicated to you in accordance with ISA
260.

Report to the Scottish Police Authority and the Auditor General for Scotland on the 2014/15 audit
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Audit of the 2014/15 financial statements

Significant findings arising from the audit in accordance with ISA 260
#

Issue

Resolution

1

State of preparedness of draft financial statements

In the course of the audit hundreds of lines in the financial ledger were

A number of presentational and monetary adjustments were identified as

changed and as a consequence the majority of the lines in the primary

necessary, by both management and the audit team, to the financial
statements during the course of our audit.
The accounts preparation process and progress of the audit would have
benefited from more timely engagement by senior finance personnel in
both bodies.

financial statements were amended. The adjustments largely relate to
property, plant and equipment, and one significant movement related to
pension costs.
The overall effect of the adjustments made to the financial statements
from the initial to the final set of accounts is recorded in paragraph 20
above.
Refer Appendix IV, Action Plan no. 1

2

Management commentary
The management commentary provided with the draft accounts was not

The management commentary was subject to further review by senior

in accordance with the 2014/15 FReM, specifically there was no

management and has been substantially amended, including the removal

distinction between a strategic and directors’ report and some disclosure

of superfluous material. It is now more aligned to FReM requirements

elements were absent. We previously reported in our 2013/14 Annual

and disclosures and now includes a strategic and directors’ report.

Audit Report that the SPA could further enhance the presentation and

Refer Appendix IV, Action Plan no. 2

disclosures within their annual report and accounts. Officers advised
that this would be addressed in 2014/15.

Report to the Scottish Police Authority and the Auditor General for Scotland on the 2014/15 audit
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Audit of the 2014/15 financial statements

Significant findings arising from the audit in accordance with ISA 260
3

Pension and actuarial assumptions
There is a significant increase in the overall pension liability of 20% and

There has been limited modification to the management commentary to

limited narrative in the management commentary to aid a reader of the

enhance the understanding of readers.

accounts.

Responsibility for the actuarial assumptions was acknowledged by the

Actuarial assumptions are the responsibility of the organisation.

organisation on 30 September 2015.
Refer Appendix IV, Action Plan no. 3

Report to the Scottish Police Authority and the Auditor General for Scotland on the 2014/15 audit
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Audit of the 2014/15 financial statements

Significant findings arising from the audit in accordance with ISA 260
4

Property, plant and equipment - £544million (excluding
revaluations)
We were unable to undertake substantive testing prior to the final
accounts audit, due to the move to a new system, Asset 4000, which
had not been completed. Officers now charged with this project advise
that as fixed asset registers were not maintained post merger (an area
which we highlighted as a risk in 2013/14), this has contributed to the
complexity of the task.
We were unable to commence substantive testing until late in the audit,
th

9 September 2015 (6 week of audit) because no complete fixed asset
register was available. That version has proved to be incomplete and
subject to change. Preliminary audit work noted the following errors:


no depreciation charges on a number of significant buildings



items not reconciling to the ledger



classification errors.

Having acknowledged the problem, management implemented a plan of
action to address errors in property, plant and equipment at the end of
October 2015. Management’s own quality assurance procedure tended
to focus on reconciling Asset 4000 to the financial ledger and thus did not
sufficiently take account of the quality of the data in Asset 4000.
Numerous adjustments were made to the accounting records and
financial statements.
We ultimately received sufficient appropriate audit evidence and
explanations in respect of additions, disposals, revaluations and
impairments to conclude the audit on 3 December.
Refer Appendix IV, Action Plan no. 4

The audit recommenced on 13 November. At the conclusion of the audit
work we found a number of errors, for example: items capitalised
inappropriately and not in compliance with International Accounting
Standard (IAS)16; useful lives misstated; errors with depreciation
calculations; omitted revaluation movements.

Report to the Scottish Police Authority and the Auditor General for Scotland on the 2014/15 audit
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Audit of the 2014/15 financial statements

Significant findings arising from the audit in accordance with ISA 260
5

Property, plant and equipment - £544m - revaluations
Accounting entries were required to recognise the revaluation of land

Revaluation supporting information including a significant amount of

and property. As of 29 September, we had not had sight of those late

journals were received very late in the audit, on 1 October 2015.

entries, nor had the opportunity to audit them. In October officers

We ultimately received sufficient appropriate audit evidence and

acknowledged that there were many errors in the accounting entries
associated with the revaluations. Downward valuations impact on the
revaluation reserve and the Statement of Comprehensive Net
Expenditure (SoCNE). It was important to determine whether the charge
to the SoCNE fell within the Annually Managed Expenditure (AME)
allocated by the Scottish Government to SPA for 2014/15. We also had
to assess whether the management commentary fairly reflected the

explanations in respect of revaluations and associated accounting
treatment to conclude the audit.
We assured ourselves that the amount charged to the SoCNE was
appropriate and that it did not exceed the AME allocated to SPA for
2014/15.
Refer Appendix IV, Action Plan no. 4

impact of the revaluation exercises.
Revaluations and impairments were completed outwith Asset 4000 and
uploaded at a later stage, thus resulting in a two stage process.

6

Grant in aid
During 2014/15, a cash shortfall of £4.7 million was identified by the

The SPA and PS have revised how this information is presented to

SPA. The Scottish Government confirmed that the shortfall in cash

Members and in the accounts.

funding could be met by a projected underspend from non-cash (ringfenced) DEL. The accounts presented to audit on 31 July did not
include this disclosure although it was known to the SPA in March 2015.

Report to the Scottish Police Authority and the Auditor General for Scotland on the 2014/15 audit
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Audit of the 2014/15 financial statements

Significant findings arising from the audit in accordance with ISA 260
7

Reporting financial performance
An underspend for 2014/15 was publicly reported to Board Members in

The SPA and PS have revised the management commentary to ensure

June 2015. However the unaudited accounts showed an overspend of

the financial outturn is clear to a reader of the accounts.

£5.9 million in the Summary Resource Outturn (this has subsequently

Refer Appendix IV, Action Plan no. 6

been revised, but remains an overspend).
It is important for Members to fully comprehend the financial
performance of the organisation, and if further explanation is required,
that should be included.
8

Reform funding/reporting
A reform budget of £67million was prepared for 2014/15. However the

The SPA and PS intend to review how this information is presented to

SPA are unable to accurately report reform expenditure against the

Members and in the accounts in future years.

budget. Consequently there is limited disclosure on how reform funds

Refer Appendix IV, Action Plan no. 6

were applied in practice in the management commentary.
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Significant findings arising from the audit in accordance with ISA 260
9

Members’ expenses
We found several anomalies when reviewing 2014/15 Member

Post year end, in April 2015, a paper was circulated to Members at a

expenses. Overall there is a lack of consistency among Members about

private meeting by the Director of Financial Accountability providing

the daily rates claimed and how they are claiming. Furthermore there is

clarity and guidance to Members on claiming travel and accommodation

no evidence that those individuals charged with approving the claims

expenses.

check them for consistency and provide corrective feedback, where

For 2015/16, the Director of Financial Accountability and/or the Chief

necessary.
We recommended in 2012/13 that the Members’ expenses’ policy and

Executive will approve and sign off Members’ expense claims using the
new guidelines issued.

procedures be reviewed and updated. Despite being agreed to by
management this has not been done in 2013/14 or 2014/15.
We observed and reported in our 2013/14 Annual Audit Report that
Member involvement in 2013/14 (the first year of full operational
responsibility) had been high. In 2014/15 we found that many Members
worked above the recommended ten days per month per Scottish
Government guidance (some claiming 20 days per month).
10

National Fraud Initiative (NFI)
There has been little activity on NFI throughout 2014/15 with no

Officers have now been identified to begin investigating the data matches

recommended matches followed up as at 29 September 2015. We are

for creditors and payroll. Officers will be working on matches off-line and

not aware of any reports on the subject being presented to any

will upload results to the national database once complete.

committee in SPA/PS during 2014/15. Resource limitations within the

Refer Appendix IV, action plan no 13

SPA and PS are largely the reason for inactivity.
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Significant findings arising from the audit in accordance with ISA 260
11

SPA Certificates of Assurance
Certificates of assurance for the SPA and PS are a key source of

All certificates of assurance have been reviewed by audit with no

evidence to inform and support the Governance Statement in the annual

significant findings noted.

accounts. As at 2 September 2015, the certificates of assurance for the

Management have agreed to review the timing of the certificates of

SPA were still being compiled. It is unclear how the SPA assurances
were taken into account to compile the draft Governance Statement
received on 31 July.
12

assurance for 2015/16 to inform compilation of the Governance
Statement.

Registers of Interest
We reviewed the Registers of Interest in the SPA and PS and noted the

The Police Scotland missing return was submitted to audit on 5 October

following key issues:

and was found to be incomplete and referred users to the register of gifts

SPA

and hospitality; this is not the same as a register of interests. A review of

One member had not updated their register recently (last updated April
2014).
7 out of 12 Members details had incomplete sections.

SPA SMT interests was conducted. However this was several months
post year end.
Refer Appendix IV, action plan no. 15

5 out of 12 Members’ forms did not agree to the information held on the
SPA website.
There was no formal register of interests during 2014/15 for the SPA
Senior Management Team (SMT). It is good practice to maintain one.
Police Scotland
1 return from the senior executive team had not been submitted to audit
in a timely manner and was incomplete.

Report to the Scottish Police Authority and the Auditor General for Scotland on the 2014/15 audit

Page 16

PA/S4/16/5/2

Audit of the 2014/15 financial statements

Future accounting and auditing developments
Revisions to the Financial Reporting Manual
(FReM)
23.

24.

25.

The financial statements are prepared in accordance with the
Government financial reporting manual (FReM). Two
significant revisions will apply from 2015/16:


Adoption of IFRS13 Fair value measurement for the first
time – this also includes IAS 16 and IAS 38 adaptations.



Simplification and Streamlining Project – changes to the
form and content of the annual report and accounts.

International Financial Reporting Standards (IFRS) 13 Fair
Value Measurement: Sets out the requirements for assets to
be valued at fair value and is applied in full by the FReM only
to assets that are not held for their service potential (i.e.
investment properties and assets held for sale). It also applies
to operational assets which are surplus to requirements where
there are no restrictions on disposal which would prevent
access to the market.

26.

Restructuring of the Annual Audit Report: The 2015/16
FReM has been extensively re-written to require the annual
report and accounts to include:


A performance report which will give a fair, balanced and
understandable analysis of performance and will include an
overview section and a performance analysis section.



An accountability report incorporating the following three
main sections:
- corporate governance report consisting of a directors’
report, a statement of the Accountable Officer’s
responsibilities and a governance statement
- remuneration and staff report which will cover a number
of prescribed disclosures including remuneration policy,
payments to directors, staff numbers and sickness
absence rates
- parliamentary and accountability report which will
include information on the regularity of expenditure and
the independent auditor’s report.
Refer Action Plan no. 2

IFRS 13 does not apply to operational assets which are in use
delivering front line services or back office functions, and
surplus assets with restrictions on their disposal. These will be
valued in accordance with the adaptions to IAS (International
Accounting Standard) 16 property, plant and equipment.
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Financial management and sustainability
Resource DEL*
overspend £1.4 million

Capital DEL
overspend £3.1 million

Total Resource Budget
overspend £4.5 million

Initial Budget

Initial Budget

Initial Budget

£1,021m

£25m

£1,137m

Final Budget
£1,062m

Final Budget
£43m

Final Budget

Actual Outturn
£1,064m

Actual Outturn
£46m

Actual Outturn
£1,110m

Overspend

Overspend

Overspend

£1.4m

£3.1m

£4.5m

Movement in Total Net
Liabilities
increase £2,612 million
31 March 2015
£14,625m

£1,105m

31 March 2014
£12,013m

*Comprises Resource Departmental Expenditure Limit (DEL) of £1,057m and Outside Departmental Expenditure Limit of £5m.
In addition to its resource budget above, the SPA also had a non-cash DEL budget of £46m (outturn: £4.3m overspend), and an Annually Managed
Expenditure (AME) budget of £20m (outturn: £1.1m underspend).

27.

The main financial objective for the SPA is to ensure that the
financial outturn for the year is within the resource budget
allocated by Scottish Ministers. The SPA did not operate
within their cash resource budgets for 2014/15 as detailed

above.

2014/15 financial position
28.

At 31 March 2015 the SPA’s statement of financial position
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shows an increase in total negative equity of £2,612 million
which can be largely attributed to the increase in pension
liabilities of £2,586 million (20% increase from 2013/14). This
value was subject to independent valuation by actuaries at the
year end. In light of the increase we encouraged management
to review the actuarial assumptions and they provided
assurance to us on 30 September that they were satisfied with
the assumptions. There is minimum narrative in the
management commentary to aid readers to understand the
increase in pension liability.
29.

keeping in relation to fixed assets in our 2013/14 Annual Audit
Report which resulted in reporting an exception within the audit
opinion on the 2013/14 financial statements.
31.

It is important for the overall IAS19 liability to be taken into
account for strategic, long term financial planning, in both the
SPA and the Scottish Government; it is one of the most
significant liabilities within the devolved Scottish public sector.

In 2014/15 we found that, despite huge efforts to implement a
single asset register, Asset 4000, the exercise was not
complete by the end of March 2015 and the new system was
still being updated in late September 2015. The initial upload
of data to Asset 4000 identified over £12million of
discrepancies with the general ledger being overstated in most
cases. Work performed by both the capital accounting team
and external audit reduced the difference to approximately £0.3
million. Had FARs been maintained and periodically reconciled
to the general ledger post merger, this would not have been
the issue it has become in 2014/15.
Refer Action Plan no. 4

Refer Action Plan no. 3
30.

There are other significant items in the Statement of Financial
Position to note: SPA has resources, of £552million, tied in to
fixed assets (also known as property, plant and equipment,
PPE). These must be managed in such a way that they are
economically of value to the provision of police services.
During 2013/14, the SPA and PS did not maintain or update
fixed asset registers (FARs) transferred in from legacy
organisations instead placing reliance on the general ledger.
We reported issues about valuations (timings, consistency and
lack of compliance with SPA policies) and overall record

32.

At the year end, the SPA was holding £93million of cash and
cash equivalents (an increase of over £10million from the prior
year). This level of cash is high relative to year end trade
payables and payroll positions. The Government Financial
Reporting Manual (FReM) states that Grant in Aid is provided
to match the recipient’s cash needs and is to be accounted for
on a cash basis. Any exceptions to this treatment must be
agreed by the sponsoring department.
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Financial management
33.

34.

35.

As auditors we need to consider whether bodies have
established adequate financial management arrangements.
We do this by considering a number of factors, including
whether:


the Director of Finance has sufficient status to be able to
deliver good financial management



standing financial instructions and standing orders are
comprehensive, current and promoted within the body



reports monitoring performance against budgets are
accurate and provided regularly to budget holders



monitoring reports do not just contain financial data but are
linked to information about performance



members provide a good level of challenge and question
budget holders on significant variances.

We reviewed the updated Scheme of Delegation during
2014/15 and found that the current set of financial regulations
for both PS and the SPA could not be located (i.e. the
appendix containing the financial regulations was removed
from the Scheme of Delegation). The financial regulations are
referred to as a document which should be read in conjunction
with the scheme of delegation. We reported on this in our
2014/15 Interim Review of Controls and Governance
Arrangements.

Financial monitoring reports, consisting of management
accounts and capital reports, are submitted monthly to the
Finance and Investment Committee. The reports are at a high
level and contain information for both PS and the SPA. The
2014/15 year end Finance Outturn Report was presented to
the Board on 24 June 2015 and publicly reported an
underspend for 2014/15. However the draft accounts submitted
for audit on 31 July reported an overspend of £5.9 million in the
Summary of Resource Outturn. The SPA have advised us that
the main issue for the discrepancy is due to an identified cash
shortfall not being adjusted for in the Spring Budget Revision.
The first draft of the accounts contained no narrative to aid
Members or other readers of the accounts that there was a
loss at year end.
Refer Action Plan no. 6

36.

Financial management arrangements are complex due to the
2012 Act establishing two bodies, the SPA and Police
Scotland, and that there shall be one set of accounts, that for
the SPA, in which the financial performance of Police Scotland
will be included. Financial services was one of the Corporate
Services areas that was the subject of discussion before and
after the merger in April 2013. Approximately 98% of the spend
is undertaken by Police Scotland. The structure adopted was a
large department in Police Scotland and a small department in
the SPA which holds the overarching accountability.
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37.

It has taken time to allocate and appoint staff to the two finance
functions. There are tensions, in such arrangement, when, on
the one hand, the SPA is there to hold Police Scotland to
account, but at the same time the finance function has to
operate as one for the preparation of the financial accounts.
This tension has manifested itself in the operational challenges
for the two departments, and indeed created gaps in
accountability, as demonstrated by problems in the fixed asset
records in 2014/15. Both Directors of Finance were remote
from this activity and its impact on the year end financial
position until several months after year end.
Refer Action Plan no. 7

39.

The movement in the closing pension liability is as follows:
At 31 March

At 31 March

2015

2014

Movement

£’million

£’million

£’million

PPS liability

12,818

11,454

1,364

LG net liability

2,221

999

1,222

15,039

12,453

2,586

2014/15

2013/14

Movement

£’million

£’million

£’million

Expenditure

635

591

44

IAS19 actuarial

1,951

794

1,157

2,586

1,385

1,201

40.

The total cost borne is:

Pension costs and year end liability
38.

Employees participate in one of a number of pension schemes.
There are two unfunded schemes: the Police Pension Scheme
and the New Police Pension Scheme and one funded local
government scheme administered by eight different local
government authorities.

loss

41.

There has been a steep increase in the overall pension liability.
Both types of scheme, the unfunded police pension scheme
and the funded local government scheme, have been impacted
upon by changes in key actuarial assumptions, in particular
that life expectations have gone up and the discount rate has
gone down, both of which increase the liability.
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42.

SPA makes use of an expert for the calculation of the IAS19
liability for the police pension scheme and administering
authorities make use of experts for their eight funds.
Furthermore Audit Scotland is party to the commissioning of
expert advice for the evaluation of those pension experts.

46.

The error arose due to a misunderstanding between GAD and
the departments about where responsibility for changes lay.
The Ombudsman’s ruling affects all fire-fighters and police
officers who retired and took a lump sum between 2001 and
2006.

43.

During 2014/15 the administration and processing of police
pensions was transferred from the payroll functions of one
division and seven councils to the Scottish Public Pensions
Authority (SPPA). The project was led by the SPPA. The
transfer was satisfactorily completed by late January 2015.

47.

The ruling states that the additional lump sums will attract
interest. In addition, as pensioners are receiving a second
payment in respect of the lump sum, the payment is subject to
tax. Payments to individuals will be net of tax as the tax
payment will be made direct by government.

44.

In view of the size of the project, the volume and value of
transactions, and the impact pensions have on the lives of
thousands of individuals we would have expected the project to
have featured on risk registers. However this was not the case.
Were a similar project embarked upon we would recommend
that it feature on a risk register, with key mitigating controls
articulated and the progress of the project monitored at both an
operational level and through the governance structure.

48.

The Scottish Government holds a provision of £115million in
anticipation of the settlement of associated claims.

49.

The total pension liability, of £15billion, is significant at a
national level. It has been taken into account, as stated in the
Directors’ Report, in consideration of whether the accounts can
be prepared on a going concern basis. It states therein that the
accounts are prepared on a going concern basis and that as an
Other Significant Public Body, SPA anticipates continued
financial support from Scottish Government. The pension
deficit will not be met from the SPA’s sources of income, but
will be met as it falls due by future Grant in Aid from the SPA’s
sponsoring department, Scottish Government’s Justice
Portfolio; such grants may not be paid in advance of need.

45.

Post year end the Pensions Ombudsman issued an adverse
ruling in May 2015 against the Government’s Actuary
Department (GAD) for failure to update commutation factors
between 2001 and 2006. The test case was a Scottish firefighter who retired in 2005. The effect is that police and fire
retirees may have received a smaller lump sum than they were
otherwise entitled to.
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Long term financial sustainability
50.

51.

We reported the lack of progress against a longer term
financial plan in our 2013/14 annual audit report. As a result,
the Auditor General for Scotland published a Section 22 report
on the 2013/14 annual accounts highlighting the need for the
SPA to produce a long term financial strategy to take account
of the organisation beyond 2015/16 to ensure that there is a
financially sustainable plan for policing in Scotland for the next
decade. SPA’s intention is that the long term financial strategy
will be underpinned by five significant strategies: workforce,
procurement, ICT, fleet and estates which were at various
stages of development at the end of 2013/14 and 2014/15.

52.

The SPA now has a plan and model to develop a long term
financial strategy and will use this to prepare the full strategy.
There has been regular engagement between the SPA and PS
with the financial strategy being a standing item on the meeting
agendas.
Refer Action Plan no. 8

Progress against this key objective has been slow. We have
been advised that a Financial Strategic Intent document was
presented to the Finance and Investment Committee on 29
September 2015. We understand the document outlines the
purpose, intent and process for creating a long term financial
plan. Two out of the five underlying strategies remain
outstanding, ICT and Workforce Planning, and are due for
reporting to the Board by end March 2016. The other 3
strategies have been approved by the Board as follows:


Procurement strategy – approved October 2014



Estates strategy – approved June 2015



Fleet strategy – approved August 2015
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Governance and transparency
We note that systems of
internal control have
stengthened in 2014/15 but
there remains room for
improvement.

Meetings of the Board and its
sub-committees are held in
public and agendas and
papers published on the
website.

There is a need to
improve a number of
aspects of governance
arrangements.

Arrangements for the
prevention and detection of
fraud and corruption require
strengthening.

and in accordance with the aims, policies and priorities of
Scottish Ministers1.
54.

Exhibit 1: SPA Governance Structure 2014/15
Audit & Risk
Committee

There has been prolonged
interruption in the delivery of
Internal Audit services.

Corporate governance
53.

During 2014/15 the Board, of 12 Members including the
Chairman, was supported in its role by four sub-committees as
illustrated in Exhibit 1 below.

Human
Resources &
Remuneration
Committee

The SPA consists of up to 15 Non Executive Members
including a Chairman, appointed by Scottish Ministers in line
with the Code of Practice for Ministerial Public Appointments in
Scotland. The role of SPA Members is to provide leadership,
direction, support and guidance to ensure the SPA delivers and
is committed to delivering its functions effectively and efficiently

SPA
BOARD

Complaints &
Conduct
Committee

Finance &
Investment
Committee
1

SPA Governance and Accountability Framework Document, Jan 2014

Report to the Scottish Police Authority and the Auditor General for Scotland on the 2014/15 audit

Page 24

PA/S4/16/5/2

Governance and transparency
55.

56.

57.

The sub-committees are supported by members of the
executive and meetings were scheduled throughout the year to
consider relevant matters. Considerable thought and
preparation is invested in the development of agendas and
circulation of supporting papers for the Board and each subcommittee so that they are able to discharge their role and
remit effectively.
Whilst we consider that the structure of governance
committees and their stated roles and remits are appropriate to
support members to operate effectively, we have the following
observations to make about the effectiveness of the Audit &
Risk Committee in 2014/15, the one committee with which
external audit is closely associated.
Whilst we recognise that the SPA is a relatively small body and
consequently the remits of the sub-committees are wide, this
has been to the detriment of the profile of the work of internal
and external audit. Meetings of the Audit and Risk Committee
(ARC) have been long (approximately 5 hours), with agendas
running to some 20 items. A significant amount of the
Committee’s time is spent on risk registers, improvement
trackers, incident reporting, occasional reports from other
scrutiny and inspection bodies, all of which is by a multiple of
two, and receiving the report of the Forensic Services
Governance and Partnership Forum. This therefore reduces
the amount of time and quality of discussion devoted to internal

and external audit findings.
58.

We are pleased to learn that governance structures have been
reviewed and plans were approved by the Board in 2015 for
those changes to take effect. We are aware that the Cabinet
Secretary has recently proposed that a review of governance
be undertaken and therefore those proposed changes will not
take effect until after conclusion of that review. The newly
appointed Chairman is undertaking a 6 month review of
governance and is expected to report in March 2016. The
review will link in with strategic work already done. A
transformational group has been set up to take this forward.

59.

We view this review as an opportunity for members of the ARC
to reflect on the whether the structure of agendas permits them
to focus on matters of priority to meet the remit of the
committee.
Refer Action Plan no. 8

Transparency
60.

The Scottish Government’s On Board guidance
(http://www.gov.scot/Publications/2015/04/9736/0), for board
members of public bodies, was updated and reissued in April
2015. The Guidance states that boards should demonstrate
high standards of corporate governance at all times including
openness and transparency in decision making. It
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recommends boards should consider:

61.



holding an annual open meeting



holding board meetings in public unless there is a good
reason not to



publishing summary reports and/or minutes of meetings



inviting evidence from members of the public in relation to
matters of public concern



consulting stakeholders and users on a wide range of
issues, and



making corporate plans and the annual report widely
available.

Transparency of financial performance within the Annual
Report and Accounts is important. Whilst we found a clear
reconciliation between expenditure and the outturn against
Scottish Government resource budgets, we considered that
there was limited explanation of significant movements relative
to budget or the prior year. Management should periodically
review whether sufficient narrative is provided in the
management commentary of the annual accounts to assist
users of the accounts.

six times a year. In 2014/15 the Board met nine times,
including an additional board meeting held in February 2015 to
review past and future use of stop and search tactics in
Scotland.
63.

The public sessions of the Board meetings are available to
watch on a livestream website; web-site links to each meeting's
livestream broadcast are provided on the meeting page along
with the agenda and the public papers. Due to heightened
security concerns, from February 2015 members of the public
wishing to attend Board and sub-committee meetings must
provide advance notice to the SPA.

64.

We recognise that some matters may be confidential or
sensitive in nature and as a result may need to be discussed in
private. However there are some areas, for example certain
internal and external audit reports, currently taken in private,
which could be taken in public.

65.

Overall we conclude that the SPA is open and transparent but
that the rationale for taking certain items in private, for example
because of their confidential and sensitive nature, is not always
clear. Management should periodically review whether more
business may be conducted in public.

Refer Action Plan no. 10

62.

Refer Action Plan no. 10

The SPA Board has committed to meeting publically at least
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Internal control
66.

As part of our audit we reviewed the high level controls in a
number of systems fundamental to the preparation of the
financial statements. Our objective was to obtain sufficient
audit evidence to support our opinion on the financial
statements.

67.

In the areas of the general ledger, payroll, accounts payables,
accounts receivables and banking at the conclusion of our
interim audit work we reported that internal controls were not
fully operational. Consequently at the time of reporting the
results of the interim audit work to the Audit and Risk
Committee on 30 June 2015 we were unable to provide an
overall conclusion.

68.

We are pleased to report that whilst their remained certain
weaknesses at year end, overall, we found internal controls
operating satisfactorily in the areas of the general ledger,
payroll, accounts payables, accounts receivables and banking.

69.

We conclude that, with the exception of fixed assets (see
paragraph 32), no material weaknesses in the accounting and
internal control systems were identified at the conclusion of the
audit which could adversely affect the ability to record, process,
summarise and report financial and other relevant data so as to
result in a material misstatement in the financial statements.

Internal audit
70.

Internal audit provides the Accountable Officer and Audit and
Risk Committee with independent assurance on the overall risk
management, internal control and corporate governance
processes. We are required by international auditing
standards to make an assessment of internal audit to
determine the extent to which we can place reliance on its
work. To avoid duplication, we place reliance on internal audit
work where possible.

71.

As in the previous year SPA had a co-sourced arrangement
with PwC whereby managerial support was engaged to provide
direction to a small in-house team of internal auditors. Our
2014/15 review of internal audit was conducted early in the
financial year and concluded that the internal audit service
largely operated in accordance with the Public Sector Internal
Audit Standards (PSIAS) and had sound documentation
standards and reporting procedures in place. However
2014/15 proved to be a year of transition and the operational
plan for 2014/15 was never completed. In addition a
considerable amount of internal audit resource was invested
following up recommendations reported by external audit in
2013/14 and in developing the 2015/16 operational audit plan,
before the new provider was known. This meant that we were
only able to place reliance to a very limited extent on the work
of internal audit, on treasury management, and we advised that
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management was not in possession of the full suite of
assurance, for the Governance Statement, that it would have
expected at the beginning of the year.
72.

In line with expectations the SPA procured a new provider for
internal audit services from 1 April 2015, Scott Moncrieff.
However no independent internal audit work was carried out in
the first 9 months of 2015/16, nor has a 2015/16 plan been
presented to the Audit & Risk Committee by the new provider.
We consider the level of internal audit work being conducted in
an organisation of this size and risk exposure currently
inadequate and that insufficient material is being submitted to
the Audit and Risk Committee in this respect.
Refer Action Plan no. 11

ICT audit
73.

As part of our planning process we carried out a high level
review of ICT and concluded that although ICT governance
processes remained in place, we have not yet gained a full
understanding of the SPA ICT Scrutiny Forum’s governance
and assurance function. The technology element of the Police
Scotland Strategy remains challenging due to the lack of
capacity and capability of a suitably skilled resource. During
the transitioning from many information systems, information
governance and assurance will remain at risk and could attract
negative publicity for the SPA and Police Scotland.

74.

Going forward the organisation is facing a major change in the
way that they collect and record information with the
implementation of i6. As with any significant business and
operational change, when i6 is introduced there will be ongoing
organisational impact that will continue to take effect. The SPA
and PS will need to maintain organisational readiness for
change, in particular, the need for staff and management
capacity and capability, including knowledge transfer and
operational working practices, that will take time to be reflected
in the products and intelligence support facilities that are
introduced and maintained.

Arrangements for the prevention and detection of
fraud
75.

We assessed the arrangements for the prevention and
detection of fraud during the planning phase of our audit. This
involved reviewing the available guidance and policies the SPA
and PS had in place during 2014/15 with regards to fraud
policies and response plans, whistleblowing policies and how
these policies are communicated to staff in both organisations.

76.

Whilst we were informed of an intention to develop one set of
policies for application to both staff and officers in both the SPA
and PS, we found that they were being developed separately in
the two bodies. Since our Interim Report (issued June 2015)
we note that the SPA and PS staff and officers have a ‘shared’
intranet and policies such as ‘Integrity Matters’ apply to, and
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are there for the benefit and use of, both organisations. The
Director of Financial Accountability has stated that it was the
intention of the SPA to adopt and streamline as many policies
as is practicable to avoid duplication.
77.

79.

80.

As part of this year’s NFI exercise, the SPA/PS were late in
submitting both the payroll and creditors data. The matching
process identified 3,743 records for investigation with 261 of
these “recommended” for investigation. As of 22 September
2015, no work had commenced on the 261 recommended
matches for investigation. Due to staff shortages, long term
staff absences and departures of key staff there has been a
lack of focus and overall direction within the SPA/PS in this
area nor does it have a high profile in either organisation.
There have been no reports on the NFI presented to any
committee in SPA or PS during 2014/15.

81.

In October 2015 the Assistant Auditor General wrote to the
SPA to express concerns with the timeliness and
completeness of the participation of SPA in this national
exercise. The national report is due to be published in spring
2016.

In terms of formal reporting of fraud we noted that whilst a
report was submitted to the Audit and Risk Committee on 30
June 2015 this contained no details of the value of the two
highlighted cases or of what controls had been breached. We
therefore conclude that there are areas for improvement in
relation to the arrangements for the prevention and detection of
fraud.
Action plan no. 12

National Fraud Initiative in Scotland
78.

have put in place to prevent and detect fraud, including how
they approach the NFI exercise itself.

The National Fraud Initiative (NFI) is the biennial data matching
exercise whereby computerised techniques are used to
compare and match information about individuals held by
various public bodies to identify potential fraud, error or
anomalies. It is governed by Section 26F of the Public Finance
and Accountability (Scotland) Act 2000 (as amended) and
participation in the NFI is reviewed as part of the statutory
audit. It is important that all participating public bodies submit
data by the correct dates for this exercise to be of maximum
benefit.
Auditors are required to assess the arrangements that bodies

Action plan no. 13

Arrangements for maintaining standards of
conduct and the prevention and detection of
corruption
82.

We followed this up as part of the wider dimension audit issues
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was stated that 67% of officers did not know about Safecall.

and risks, and reported in our 2014/15 Interim Review of
Internal Control and Governance Arrangements our findings
and recommendations regarding whistleblowing arrangements,
codes of conduct and the reporting of fraud.
83.

84.

We noted that a high level governance review was to have
been reported at the end of March 2015 and thereafter policy
development would be undertaken on a prioritised basis. This
did not happen during 2014/15. However as part of the
Government’s Programme for Scotland, the new Chair of the
SPA will carry out a review of Police Governance at a national
level during 2015/16 and report at the end of March 2016.



85.

During 2014/15 we observed the following:


The SPA continued to use the former Scottish Police
Services Authority (SPSA) fraud policy and response plan.



Reports on fraud and whistleblowing have featured on each
ARC rolling action log yet only verbal updates have been
provided to date with written papers being deferred to
forthcoming meetings.



Legacy fraud and whistleblowing policies applied during
most of 2014/15 (as was the case in 2013/14). Safecall
was the external supplier for any confidential
whistleblowing across the force. We reported a lack of
knowledge and awareness regarding Safecall in our
2013/14 Interim Internal Controls Report (June 2014) and
this was confirmed by PS at the April 2015 ARC where it

In March 2015 a new intranet based service under the
banner of ‘Integrity Matters’ was launched for staff in both
the SPA and PS. This is linked to the Police Scotland
Code of Ethics for Policing in Scotland. However during
2014/15, former legacy whistleblowing policies and
arrangements continued.

In 2014/15, 71 information security incidents were reported to
the Information Management section of PS (responsible for
collating the incidents). Of these, nine were deemed to be of
such significance to be disclosed in the Governance
Statement. We found limited reporting of these incidents to the
Audit and Risk Committee over the course of 2014/15.
Members should be kept abreast of lapses in data security for
the organisation.
Action plan no. 13

Registers of interest, gifts and hospitality
86.

We reported on registers of interest, gifts and hospitality as
part of our 2014/15 Interim Review of Controls and
Governance Arrangements and recommended areas for
improvement which were largely accepted by the SPA/PS. At
year end we reviewed the registers of interest for both
organisations and noted that improvements could be made
specifically with the timing of when the registers are reviewed
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and updated by staff and Members and the completeness of
information provided.
Refer Action Plan no. 15.
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programmes. The Scottish Government has recently
introduced a central government Digital Transformation Service
(DTS) to help address the skills issue, and to support bodies
going forward.

National performance audit reports
87.

88.

Audit Scotland carries out a national performance audit
programme on behalf of the Accounts Commission and the
Auditor General for Scotland. During 2014/15, a number of
reports were issued which are of direct interest. Six of these
are outlined in appendix III and we draw out, below, key
messages from three which are particularly pertinent to the
SPA.
SPA should ensure that it has processes in place for all
relevant national performance audit reports to be considered
by the appropriate committee and/or operational function and
acted upon. Audit Scotland periodically follows-up to determine
how public bodies have responded to national reports.

91.

The report looked at different aspects of programme
management and used eight central government ICT
programmes as case studies, including Police Scotland’s i6
programme.

92.

The report made a number of recommendations for the
Scottish Government to ensure that a new ICT assurance
framework and the new central government Digital
Transformation Service are effectively implemented, and to
help support the delivery of ICT programmes.

93.

The report made specific reference to the good contract
management practices that helped Police Scotland to lower the
risk of a rise in delivery costs.

94.

Recommendations for central government bodies included
using the new ICT assurance framework, and performing a
skills assessment to ensure bodies have the right skills in place
for each stage of the programme.

Managing ICT Contracts in Central Government: An update
89.

90.

SPA were selected as part of a follow up activity to determine
what progress the Scottish Government and central
government bodies had made against recommendations in the
Managing ICT Contracts report, published in August 2012.
It was reported that some progress has been made but public
sector bodies still experience difficulty identifying, recruiting
and retaining the range of skills required to manage ICT

Community planning: turning ambition into action
95.

Police Scotland participates in community planning
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partnerships (CPPs). They were set up over a decade ago in
all 32 council areas to bring together councils, health boards,
and a range of other bodies to jointly plan and deliver better
services for their communities.
96.

97.

98.

After a detailed review of five such CPPs this national update
reported that there is a strong sense of renewed energy
nationally and locally to improving community planning since
the publication, in 2012, of the Statement of Ambition. Partners
are now taking a more active part in sharing ownership of
priorities, understanding what resources are available, and
recognising the importance of prevention.

100.

However, leadership, scrutiny and challenge remain
inconsistent. Many CPPs are still not clear about what they are
expected to achieve and there is confusion over whether the
focus on community planning should be more on local needs or
delivering national priorities.

The estimated annual cost of prosecuting sheriff courts cases
is over £200 million. Almost half of court appearances did not
proceed as planned in 2014/15, with an estimated £10 million
spent on cases repeating stages unnecessarily.

101.

There was a series of recommendations made to the members
of CPPs in the areas of: leadership and scrutiny; alignment
with local improvement objectives; application of local data to
target priorities; and securing a shift of resources towards
prevention activities.

The report notes that establishment of the Scottish
Government's Justice Board has improved joint working
between key national bodies and management of the system
as a whole. This helped manage a 10 per cent increase in the
number of cases in 2013/14.

102.

It was recommended that Police Scotland, along with the
Scottish Government and other members of the Justice Board,
should: model how changes in policy on charging and
prosecution in one part of the sheriff court system affects costs
across the whole system; supplement the single existing 26w eek performance indicator w ith other publicly reported
perform ance indicators; and support efficient and effective

Efficiency of prosecuting criminal cases through the sheriff
court system
99.

system every year. Thousands more experience the system as
victims, witnesses, prosecutors, defence agents, court staff
and the judiciary. This report stated that fewer cases are
concluding within the 26-week performance target, the average
time for cases to conclude has risen, and a greater proportion
of cases are going to trial. This is, in part, due to a greater
focus on more complex cases involving domestic abuse and
historic sexual offences, and a subsequent rise in reporting of
these types of crimes.

Around 88,000 people face prosecution in the sheriff court
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Other independent reviews
103.

Her Majesty's Inspectorate of Constabulary in Scotland
(HMICS) provides independent scrutiny of both the Scottish
Police Authority and Police Scotland. Their approach is to
support both bodies to deliver services that are high quality,
continually improving, effective and responsive to local needs.

104.

In the past 12 months HMICS has published audit and
assurance reports and reviews on the topics of: call handling;
crime recording by the British Transport Police in Scotland; use
of facial search capabilities; stop and search; crime recording;
the SPA; and the standing firearms authority. In addition it has
conducted divisional reviews in Aberdeen, Ayrshire and Fife;
each with a different focus from which the national force can
learn lessons.

105.

The Police Investigations and Review Commissioner (PIRC)
carries out independent reviews of the way in which police
bodies operating in Scotland deal with complaints made by
members of the public. The Commissioner publishes her
findings.
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Appendix I – Significant audit risks
The table below sets out the key audit risks identified at the planning stage in the 2014/15 Annual Audit Plan and how we addressed each risk
in arriving at our opinion on the financial statements.
No.

Audit Risk

Assurance procedure

Results and conclusions

Financial statement issues and risks
1

Management commentary



There is a risk that the management
commentary is not consistent with the

financial statements, and for consistency

Financial Reporting Manual.

Financial management



Review Finance Reports

The SPA faces challenges in dealing with a



Review budgetary control arrangements

range of actual and anticipated funding and



Tailor audit work with a focus on cut-off,

cost pressures.
There is a risk that the SPA fails to achieve its

The initial draft was not consistent with
the requirements of the Government’s

the audit

statements.



commentary for consistency with the
with knowledge gained in the course of

information contained in the financial

2

Review the content of the management

accruals, provisions, pre-payments, and



the content and it is largely satisfactory.


savings and utilisation of the Reform budget.

Year end audit work identified the
requirement for further accruals to be
made.



We encouraged management to be
more explicit in the annual accounts on

estimated figures

planned year end financial position, efficiency

Management have substantially revised

the final outturn at year end.


There was a delay in recognition of
impairment of land & buildings and this
was only posted to the accounts by end
of September 2015.



No additional information on the
application of Reform Funds has been
included and we have proposed a
recommendation.
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No.
3

Audit Risk
Asset management

Assurance procedure


With the consolidation of numerous fixed asset
registers into one system there is a risk of error
and omission of the transferred balances, and



error in the calculation of depreciation. As the
task is being carried out post year end, time
pressure may compound the risk of error.



policies and not being incorporated into



Asset 4000 system

These were adjusted for.

Tailor audit work to ensure



auditors in transactions recorded in the

that have been recorded into Asset 4000

new Asset 4000 system. These were

Normal audit procedures apply to

adjusted for.


There is a risk of an incomplete or inaccurate
accrual for annual leave where the underlying
records do not generate accurate management

Property valuations were conducted late

calculations, valuations and impairment

and reported post year end. These were

Review the evaluation made for the

adjusted for.


We found occasions where employee
costs had been capitalised where
inappropriate and adjustments have

not complying with accounting standards.
Annual leave accrual

Errors were found by both officers and

completeness of 2014/15 transactions

There is a risk of capitalised employee costs

4

Errors were found by both officers and
auditors in the balances transferred in.

capitalisation of employee costs

accounting records in a timely basis.



the balances transferred into the new

additions, disposals, depreciation

There is a risk of property valuations not being
conducted in compliance with accounting

Tailor audit work to ensure accuracy of

Results and conclusions

been made in that respect.


Review the efficacy of underlying HR



We are satisfied as to the robustness of

records which are the basis for the

the underlying HR records which are the

production of year end accruals, and

basis for the production of year end

associated calculations

accruals, and associated calculations.

information on untaken leave, TOIL and any
other form of untaken leave.
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No.
5

Audit Risk
Pension accounting
There are two types of pensions in the SPA,
the LGPS and the Police Pension Scheme.

Assurance procedure



Application of ISA500, for placing

Results and conclusions


reliance on the work of an expert

national level we are satisfied that one

Review of the calculations and

can place reliance on the work of the
expert commissioned.

disclosures throughout the financial

Both schemes involve very large sums and

statements

have complex arrangements and reporting



financial statements.

information provided to the actuary(s) in order



prepare the various reports in a timely manner

with the assumptions proposed by their

notes to the accounts.

systems of internal control
During 2014/15 SPA continued to operate
numerous sub-ledgers and payroll systems
around Scotland. There is a risk that, with

We sought and received assurances
that senior management were satisfied

for inclusion in the primary statements and the

Key financial systems and associated

We are satisfied with the associated
calculations and disclosures in the

requirements. There is a risk over the quality of

6

Through work which is conducted at a

actuaries.


Conduct compliance testing on the



Through site visits and work conducted

application of internal controls during

centrally, we progressed with

both the interim and final accounts

compliance testing and this gave

audits. This includes visiting the various

assurances as to the extent internal

sites where these systems operate

controls were operating and thus the
degree to which we could rely on

continued staff departures, changes and
reorganisation, not all controls are operating
effectively. As there are numerous bank
accounts there is a risk of internal controls not
being fully applied to them all and consequently
a risk of error or omission.

compliance testing.


Due to property, plant and equipment
being in a state of transition, i.e. the
move to a new asset register, we could
not undertake any compliance testing inyear and therefore had to plan to extend
substantive testing post year end.
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No.
7

Audit Risk
Severance payments
The voluntary early retirement scheme
continues into 2014/15 with a significant

Assurance procedure



We obtained satisfactory results from
our audit testing.

Review compliance with voluntary early
retirement policy



Review of reasonableness of prior year
liability, relative to post year end

approved, accurately calculated, and the policy

departures

criteria for release adhered to, to ensure that

8



Committee papers

amount of departures approved. There is a
need to ensure that these have been correctly

Review HR and Remuneration

Results and conclusions

the expenditure and year end provision are



Sample testing of severance payments

correctly accounted for.



Audit testing of year end liability

Fraud risk - risk of management override of



Detailed testing of journal entries

controls



Review of accounting estimates

There is a risk that management manipulate



Evaluation of significant transactions

accounting records and prepare fraudulent or

that are outside the normal course of

biased financial statements by overriding

business

controls that otherwise appear to be operating
effectively.



From our review of journal entries,
accounting estimates and evaluation of
significant transactions, and after the
correction of material misstatements
identified in the normal course of audit
work, we gained assurance that there
was no indication of management
manipulating accounting records or
preparing fraudulent or biased financial
statements by over-riding controls that
otherwise appear to be operating
effectively.
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No.
9

Audit Risk
Fraud risk - risk of fraud in income

Assurance procedure


Income from external sources can present a
risk of fraud. The extent and complexity of
income means there is an inherent risk of fraud



Risk of inadequate accounting records



ledgers, payroll systems and changes in the
reducing number of experienced staff, and the
Finance functions of SPA and Police Scotland

From our evaluation of systems on

systems of internal control for income

internal control associated with income

recognition and recording

and our compliance testing thereon, we

Compliance testing of internal controls

gained assurance as to the
completeness of income.

recording

At a time when there are numerous subaccounting records for capital transactions, a



associated with income recognition and

in accordance with ISA240.
10

Evaluation of the effectiveness of

Results and conclusions



Consider the quality of the accounting



Through our compliance and substantive

records and the information and

testing, and interaction with key officers,

explanations received, throughout all of

we were able to evaluate the quality of

the audit work undertaken.

accounting records, and the information

Evaluation of the effectiveness of

and explanations received.

systems of internal control

have been going through a period of
reorganisation, there is a risk that all



Our results were satisfactory with the
exception of property, plant and
equipment. See paragraph 32 above.

accounting records are not to the standard
which management would expect.
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No.

Audit Risk

Assurance procedure

Results and conclusions

Wider audit dimension issues and risks
11

Fraud and whistleblowing arrangements



There is no corporate wide, common set of
fraud and whistleblowing policies in place.
Whilst there are processes for staff to raise

Review and evaluate the fraud and



We reviewed the process in place and

whistleblowing policies in place, and the

the newly launched Integrity Matters and

communication of them to staff and

that the SPA were going to adopt PS

officers

policies/procedures in this area.
However during 2014/15, former legacy

concerns this differs across the country. There

whistleblowing policies and

is a risk of inconsistency in reporting fraud or

arrangements remained in place.

whistleblowing and these, in turn, could lead to



a failure to identify and address fraud.

We concluded that there remained a risk
of inconsistent and outdated practices
applied and that staff are unaware of
procedures, in particular, new staff
joining the organisation.

12

ICT arrangements



Monitor outcome of Internal Audit review

Establishing a single ICT service for the SPA



Monitor progress against ICT Blueprint

and Police Scotland has been challenging.

implementation

Delays in implementing a single ICT service
may increase risks associated with information
management and security.



As reported in our 2014/15 ICT Follow
up and Governance Report, it was noted
good progress had been made on
addressing the topics reported last year
including; staffing structures, transition
from regional legacy networks, use of
wide ranging access privileges and the
impact of change.
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No.
13

Audit Risk
Information governance and assurance

Assurance procedure


Information management that ensures due
governance and appropriate security is critical
to the SPA and Police Scotland for service



increased risk of: incorrect management



reported on a number of areas for

Scotland

management attention and action

Review how data losses are recorded

including: the need to review the role
and purpose of the ICT Scrutiny Forum;
that the technology element of the Police

Police Scotland


Scotland Strategy remains challenging

We have offered the Director of ICT the

due to the lack of capacity and capability

opportunity for Police Scotland and SPA

decisions, a negative impact on reputation, ICO

of a suitably skilled resource; and the

to take part in the Your Business @ Risk

compliance orders or monetary fines.

During the course of this year we

and assurance in the SPA and Police

and subsequently reported in SPA and

delivery. Incomplete, inaccurate or
inappropriate handling of information leads to

We will review information governance

Results and conclusions

impact of transitioning many information

information security survey

systems involving data and information
creates risk and could attract negative
publicity.

14

Organisational structure
There remain a number of posts to be filled in
the finance teams for both the SPA and Police




are being made leading to the creation of



The survey was not conducted.



At the end of 2014/15 there remained a

retirement policy

number of vacant posts in both the SPA

Monitor the organisational structure for

and Police Scotland finance teams. This

vacant posts being filled

Scotland. Whilst some external recruitment is
ongoing, in some cases internal appointments

Review compliance with voluntary early



Review HR and Remuneration
Committee papers

had implications for the lack of progress
on a key project: the transition to one
asset register: Asset 4000.

another vacancy. There is risk that there is
insufficient capacity within the finance teams
and that interim staffing arrangements blur the
lines of delegation and responsibility.
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No.
15

Audit Risk
Non-executive member

Assurance procedure


Review progress to appoint new

Results and conclusions


member with financial experience

The Audit & Risk Committee has been

2014/15, therefore the risk remained
throughout 2014/15.

operating without a member with recent and



relevant financial experience since December

finance professional with extensive

Committee does not discharge its duties

relevant experience.

effectively.
Long term financial sustainability
Whilst recognising progress made to date, and
the plans in place to secure the £1.1billion
savings as intended in the original Outline
Business Case (OBC), there are additional cost
pressures outwith the OBC which the SPA and

In June 2015, 3 new members were
appointed one of whom is a qualified

2013. There is a risk that the Audit & Risk

16

No new members were appointed during




We will review the five underpinning



Of the five planned underpinning

strategies

strategies three have now been

We will review progress of the long term

approved by the Board and the
remaining two, ICT and Workforce, are

financial strategy to ensure it complies

scheduled to conclude by December

with all aspects of the Police Reform

2015 and March 2016 respectively.

report of November 2013

Police Scotland will have to manage. Currently
there is no long term financial plan fully
underpinned by the five identified strategies
which are to lead to cost savings. There is a
risk to the financial sustainability of the delivery



A long term financial strategy has not yet
been completed. However at the
meeting of the Finance & Investment
Committee of September 2015, a model
was approved.

of police services to Scotland.
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No.
17

Audit Risk
National Fraud Initiative (NFI)

Assurance procedure


The NFI is a biennial data matching exercise led
by Audit Scotland to aid the detection of
fraudulent payments. All high quality data



Review and evaluate participation to

Results and conclusions


Data was submitted late to this national

date

(UK) data matching exercise, thus

Review investigation of high quality data

obliging second runs of data matches to
be conducted.

matches

matches ought to be investigated by 30



investigated by 30 September 2015.

September 2015. There is a risk that the SPA

There have been challenges in

does not participate in a timely fashion, eroding

assigning resource to conduct this

the quality of the date matching exercise for all
participating bodies, and consequently the
outcome of the exercise.

High quality data matches had not been

exercise.


Until those matches have been
concluded SPA and PS do not have
additional assurance from this exercise
as to the strength of their systems of
internal control to counter fraud and
error.
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Appendix II – Summary of local audit reports 2014/15

Internal Controls
Reporting: The overall
conclusion from our
testing of the operation of
the key financial controls.

Annual Audit Plan:
Planned audit work.

January
2015

February
2015

March
2015

Draft combined ISA 260 / Annual Audit Report:
Draws significant matters arising from our audit to
those charged with governance prior to the signing
of the independent auditor’s report.

April
2015

Progress report to the
Audit & Risk Committee:
Update on progress of audit
work.

May
2015

June
2015

July
2015

August
2015

September
2015

ICT follow-up and Governance
report:
Report on progress made with
implementing the actions from
2013/14 ICT report and progress
with implementation of the ICT
Strategic Blueprint.
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October
2015

November
2015

Draft independent auditor’s
report: Opinion on the financial
statements.
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October
2014

November
2014

Efficiency of Prosecuting Criminal
Cases Through the Sheriff Courts:
focuses on how efficiently criminal
cases are handled, from the point at
which the police and other bodies
submit a report to COPFS until the
sheriff reaches a verdict in court.

Update on developing financial reporting reviews the principles of public financial
management and provides an update on
the actions the Scottish Government is
taking to further develop financial
reporting.

Community planning: Turning
ambition into action - Provides a
national update on community
planning in Scotland since March
2013. The report assesses progress
locally and nationally and
identifies opportunities for further
improvement.

December
2014

January
2015

Commonwealth Games 2014: third
report: third report on the Games.
The overall aim was to answer the
question: Was the Commonwealth
Games 2014 delivered within
budget and is it achieving value for
money?

February
2015

March
2015

April
2015

May
2015

June
2015

The Scottish Fire and Rescue
Service: assesses the progress
the SFRS has made in improving
the efficiency and effectiveness
of fire and rescue services in
Scotland
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August
2015

September
2015

October
2015

Managing ICT Contracts in Central
Government: reviews the progress
that the Scottish Government and
central government bodies have made
against the recommendations made in
previous report in 2012
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No.

Para

Issue / Recommendation

Management response / action

ref.

Responsible officer
/ target date

Financial audit Issues
1.

ISA260,

Preparation/submission of draft financial statements: For

Following the completion of the 2014/15 audit a

Head of Financial

point 1

the second year we report that the unaudited financial

full review of the process will be undertaken to

Accountancy, Police

statements required significant changes as a result of the audit

identify learning points and action necessary to

Scotland

process.

address any weaknesses that occurred within

Recommendation: Finance officers should prioritise the

the process.

and

accounts preparation process and ensure sufficient time is

The outcome of this review will be reflected in

built in for a comprehensive review process by the SPA and

the 2015/16 Year End Guidelines and

PS senior executive teams prior to submission for audit.

Procedures will include time for a
comprehensive review of the draft financial

Director of Financial
Accountability, SPA
February 2016

statements by SPA officers.
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No.

Para

Issue / Recommendation

Management response / action

ref.
2.

Responsible officer
/ target date

ISA 260

Revisions to the Government Financial Reporting Manual

A Review of the FReM will be undertaken to

Head of Financial

point 2/

(FReM): The 2015/16 FReM requires significant changes to

ensure that the disclosure changes are clearly

Accountancy, Police

Para 27

the disclosures in the 2015/16 Annual Report and Accounts. A

identified and understood.

Scotland

performance report will be required, along with an
accountability report comprising a corporate governance
report, a remuneration and staff report, and a parliamentary
and accountability report. Arrangements should be put in
place to develop these disclosures (and retain any supporting
documents as audit evidence).

New disclosure requirements will be included in
the Annual Accounts 2015/16 timetable with
notification of the responsible officer and

February 2016

timeframe for completion.

Recommendation: The SPA should consider the new FReM
disclosure requirements and ensure that these are included in
the 2015/16 Annual Report and Accounts, adjusting the
timetable for preparation if necessary.
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Appendix IV – Action plan
No.

Para

Issue / Recommendation

Management response / action

ref.
3

Responsible officer
/ target date

ISA 260

Pension and Actuarial Assumptions

Recommendation accepted.

Director of Financial

point 3

In light of the increase in the overall pension liability we

Engagement will be held with the SPA actuaries

Accountability, SPA

Para

encouraged management to review the actuarial assumptions.

in January 2016 and there will be involvement of

29-30

There is minimum narrative in the management commentary to

SPA throughout the assumption setting process.

aid readers to understand the increase in pension liability.

The management commentary in the 2015/16

The overall IAS19 liability is significant and needs to be taken

annual accounts will therefore reflect this work

into account for strategic, long term financial planning.
Recommendation: The SPA should ensure they review and
evaluate actuarial assumptions in a timely fashion and provide
more information in the management commentary to aid

March 2016

and decisions made which will assist in
supporting the pensions liability calculations
within the accounts and provide for better future
liability forecasting.

readers of the accounts as well as using the information when
developing their long term financial planning.
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Appendix IV – Action plan
No.

Para

Issue / Recommendation

Management response / action

ref.
4

Responsible officer
/ target date

ISA 260

Property, plant and equipment (PPE)

The revaluation process for 2015/16 has already

Senior personnel

points 4

During our final accounts audit w ork, w e established that fixed

been discussed with PSoS Estates/PSoS

from PSoS Estates,

&5

asset records w ere not up to date, the re-valuation policies

Finance/ SPA, and a valuation programme

PSoS Finance and

Para 32

w ere not fully adhered to w ith several very late adjustments

agreed. In December 2015, an action plan will

SPA

being processed, and errors had been made in the accounting

be finalised in order to ensure all required

treatment applied.

2015/16 valuations are conducted and

Recommendation: M anagement should review w hether
adequate resources are applied to ensure PPE is at all times

reviewed timeously before the 2015/16

March 2016

Accounts are prepared.

accounted for accurately. This includes periodic review of the

During 2016, PSoS Finance have committed to

new Asset 4000 system, timely revaluation exercises,

making improvements in the fixed asset ledger

management review processes embedded w ithin the control

to provide greater confidence in the correctness

environment and clear lines of accountability betw een Police

and accuracy of fixed assets. In addition

Scotland and the SPA.

accounting processes and controls will be
enhanced to make sure there is robust
accounting of fixed assets going forward. There
will be additional staffing for fixed asset
accounting in order to provide resilience.
The SPA Director of Financial Accountability will
work with the PSoS Director of Financial
Services to take forward the findings of the
external audit work, ensuring actions are being
taken to address all issues raised with an SPA
assurance report to be taken to the March 2016
Audit & Risk Committee.
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Appendix IV – Action plan
No.

Para

Issue / Recommendation

Management response / action

ref.
5

Para 33

Responsible officer
/ target date

High Level of Cash and Cash Equivalents held

As noted in the Working Capital within the

Director of Financial

The SPA held £93million, a high balance, of cash and cash

Annual Report & Accounts, the working capital

Services, Police

equivalents at year end (2013/14: £83million held at year end).

level was between £5million and £7million over

Scotland

Holding cash in advance of need puts unnecessary strain on

the course of the last two financial years. As

the public sector borrow ing requirement.

SPA and PSoS must have resources to meet

Recommendation: The SPA should manage its cash position
to ensure that the amount held at year end equates more
closely to immediate cash requirements.

their short-term liabilities, the cash levels held at

March 2016

the year-end are appropriate.
The Cash/Banking Manager within PSoS is also
undertaking fortnightly cashflow reviews and
monthly cashflow declarations in order to
request monthly cash funding from Scottish
Government.
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Appendix IV – Action plan
No.

Para

Issue / Recommendation

Management response / action

ref.

Responsible officer
/ target date

Governance and Transparency
6

ISA 260

Reporting Financial Performance

points 6

Whilst an underspend for 2014/15 had been publicly reported

&7

to Board M embers, the unaudited accounts show ed an

Para 36

overspend of £5.9million (V9), in the Summary of Resource
Outturn.

Recommendation accepted:

Director of Financial
Services, Police

A reconciliation from the year end Finance

Scotland.

Outturn Report to the Statement of Resource
Outturn within the Annual Report and Accounts

We noted that the SPA cannot accurately report actual reform

will be provided to the Audit and Risk

expenditure against the reform budget of £67.5million.

Committee when the Annual Report and

Recommendation: It is important that Board M embers fully

Accounts are presented for recommendation to

understand the financial performance of the organisation. The

the Board. The reconciliation will also be

SPA/PS should prepare a summary w hich reconciles the

circulated to all SPA members to ensure

Finance Report to the Summary of Resource Outturn w ith

appropriate visibility of the 2014/15 year end

explanations as appropriate as w ell as reporting reform actual

outturn position post audit is provided.

December 2015

spend against budget.
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Appendix IV – Action plan
No.

Para

Issue / Recommendation

Management response / action

ref.
7

Responsible officer
/ target date

Paras

Financial M anagement

The SPA accept the recommendation and will

Chief Executive

37 - 38

Whilst w e acknow ledge the complexity of the founding

ensure there will be improved financial

Officer, SPA.

arrangements for the tw o organisations, there is a lack of

processes within both organisations going

March 2016

clarity in lines of accountability for financial management

forward. The SPA Governance Review is

between SPA and Police Scotland. This manifested itself in

currently ongoing, expected to report in March

problems in the fixed asset records in 2014/15. Both Directors

2016, this review covers SPA structures.

of Finance were remote from this activity, and the impact on

In respect of fixed asset reporting the SPA will

financial position, until several months after year end. There

take an assurance report to the March 2016

w as insufficient internal review conducted at Police Scotland

Audit and Risk Committee which will

and there w as insufficient scrutiny by SPA.

demonstrate the progress on the plans which

Recommendation: To ensure successful financial leadership

are currently being put in place to address the

in both organisations and overall, there is a need to review and

issues which have been found in the accounting

clarify the respective roles and responsibilities of the tw o

for fixed assets.

Directors of Finance. There must be demonstrable ow nership
for the systems, records and accounts for w hich the
Accountable Officer w ill ultimately be held to account.
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Appendix IV – Action plan
No.

Para

Issue / Recommendation

Management response / action

ref.
8

Responsible officer
/ target date

Paras

Long Term Financial Sustainability

The SPA will develop the long term financial

Director of Financial

51-53

There is no long term financial plan fully underpinned by the

strategy following the acceptance by the Board

Accountability, SPA

five identified strategies which will eventually lead to cost
savings. Two of the five strategies are outstanding and not
due for completion until March 2016.
Recommendation: The SPA and Police Scotland should
continue to work together to conclude these long term
strategies that will underpin the overall financial plan as soon

of the ICT and Workforce strategies. The
Finance Strategy draws from the underpinning 5
strategies noted but is linked to the overall SPA
Strategy, currently under development. The
timing of the Finance Strategy is cognisant of
the overall strategy development.

as possible. The SPA need to draft a long term financial plan
to demonstrate and ensure the long term financial

Police Scotland

sustainability of the future of policing in Scotland.

The outstanding strategies are currently in

Director of People

progress (ICT and Workforce) and will follow

and Development,

appropriate Governance arrangements within

Director of ICT.,

both Police Scotland and SPA prior to approval.

Police Scotland.

Timelines for completion are as anticipated.
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Appendix IV – Action plan
No.

Para

Issue / Recommendation

Management response / action

ref.
9

Responsible officer
/ target date

Paras

Corporate Governance

The SPA Governance review is currently

SPA Governance

52 - 55

A significant amount of the Audit and Risk Committee’s time is

ongoing and is anticipated to report in Q4

Review

spent on risk registers, improvement trackers, incident
reporting, following-up reports, and receiving the report of the

2015/16. A member of the Audit & Risk
Committee sits on the Governance Steering

Forensic Services Governance and Partnership Forum. This

Committee.

therefore reduces the amount of time and quality of discussion

It is anticipated the Committee and Board

devoted to internal and external audit findings.

agendas will be revised following this review.

March 2016

Recommendation: As part of the current wider governance
review, Audit and Risk Committee Members should review and
reflect on whether the structure of agendas and papers
presented to them allow a focus on matters of priority.
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Appendix IV – Action plan
No.

Para

Issue / Recommendation

Management response / action

ref.
10

Responsible officer
/ target date

Paras

Transparency

The SPA Governance review is currently

SPA Governance

61-66

Overall we concluded that the SPA operates in an open and

ongoing and will be considering Committee and

Review

transparent manner. However the rationale to take some

Board agendas.

business items in private, because of their confidential and

SPA accept the recommendation and

sensitive nature, is not always clear. There are some areas of

endeavour to take papers in public unless the

Board and committee business that could be made more

matter is deemed confidential and sensitive at

accessible to the public.

the particular reporting time.

March 2016

Recommendation: Management should periodically review
whether more business may be conducted in public and the
rationale for taking certain items could be made clearer.
Management should consider whether sufficient narrative is
provided in the management commentary of the annual
accounts to assist users of the accounts.
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Appendix IV – Action plan
No.

Para

Issue / Recommendation

Management response / action

ref.
11

Responsible officer
/ target date

Paras

Internal audit There was no independent internal audit work

The internal audit programme of work has

SPA, Director of

71-73

carried out in the first 9 months of 2015/16, nor has a plan

commenced with the audit of vetting, business

Financial

been presented to the Audit and Risk Committee. The level of

continuity planning, project management,

Accountability.

internal audit work being conducted in an organisation of this

performance management and HR systems

size and risk exposure is inadequate. Insufficient material is

underway by the in house team. The co-sourced

being submitted to the Audit and Risk Committee in this

audit provider, Scott Moncrieff, have just

respect.

commenced engagement owing to the contract

Recommendation: Early engagement with internal audit and

vetting process taking longer than is normally

presentation of a 2015/16 internal audit plan should be tabled

the case.

as soon as possible to allow the work to commence.

Recommendation Accepted. A revised audit
plan for 2015/16 will be taken to the January
ARC. There will be significant Internal Audit
work during Q4 focussing on the transactional
processing areas of the organisation which will
include Finance.
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Appendix IV – Action plan
No.

Para

Issue / Recommendation

Management response / action

ref.
12

Responsible officer
/ target date

Para

Arrangements for Prevention and Detection of Fraud

Given the sensitive nature of cases and

SPA, Director of

76-78

During the year there has been limited, formal reporting of

potential ongoing prosecutions the incident

Financial

details were not provided to the June

Accountability

fraud to the Audit and Risk Committee. Details of 2 cases
were reported to the Audit and Risk Committee in June 2015

committee.

but contained limited details.

The recommendation is however accepted and

Recommendation: Routine reporting of fraud including a

further information will be tabled to future ARC

description of breakdowns in internal control should feature on
the Audit and Risk Committee agenda to ensure that Members
are provided with sufficient detail of any frauds that occur and
that the action taken is appropriate.

January 2016

meetings to provide members with the details of
the control failures and the action taken to
address these and any wider impacts which
have resulted.
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Appendix IV – Action plan
No.

Para

Issue / Recommendation

Management response / action

ref.
13

Responsible officer
/ target date

ISA260

National Fraud Initiative (NFI)

Point 10

As of 22 September 2015, no work had commenced on the

Police Scotland is actively pursuing all matches

Para 82

261 recommended matches for investigation. Due to staff

identified by the NFI exercise. Dedicated

shortages, long term staff absences and departures of key

resource has been allocated to ensure that the

staff there has been a lack of focus and overall direction within

exercise is complete and information submitted

the SPA/PS for NFI, nor does it have a high profile in either

to NFI. A further Audit Scotland review of NFI is

organisation. There have been no reports on the NFI exercise

due to take place in February 2016.

Director of Financial

presented to any SPA committee during 2014/15.
Recommendation: As a newly merged organisation with high
spend and a large workforce we would expect the SPA to view
NFI participation as crucial in identifying control
weaknesses/fraud. The SPA need to take ownership of the
NFI exercise ensuring recommended matches are followed up
and reported. Members should be kept informed of progress
of this UK wide exercise.

Recommendation accepted.
SPA will work more closely with PS to ensure
the NFI processes are appropriately followed
through. Members of the ARC will be kept

Services, Police
Scotland
February 2016

Director of Financial
Accountability, SPA
March 2016

update to date with the NFI progress and
outcomes.
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Appendix IV – Action plan
No.

Para

Issue / Recommendation

Management response / action

ref.
14

Para 86

Responsible officer
/ target date

Data Losses

Accepted.

Director of Financial

A number of information security incidents were reported to the

The details of significant incidents and actions

Accountability, SPA

Information Management section of PS of which nine are

taken will be tabled to the January 2016 ARC

mentioned in the Governance Statement. We found limited

and thereafter each 6 months or earlier

reporting of these incidents to the Audit and Risk Committee

dependent on the significance of the incident.

over the course of 2014/15.
Recommendation: Members of the Audit and Risk
Committee should be kept abreast of lapses in data security
for the organisation with routine reporting.
15

ISA 260

Registers of Interest

Police Scotland

Head of Executive

point 12

We noted several issues over the course of the year regarding

Recommendation accepted. All Senior staff

Support, Police

Para 87

Registers of Interest and noted that improvements could be

within Police Scotland will be reminded of their

made specifically with the timing of when the registers are

responsibilities in respect of the completion of

reviewed and updated and the completeness of information

the Registers.

provided.
Recommendation: Completion and review of registers of
interest should be conducted in a timely manner by the
SPA/PS to ensure that they are useful and relevant, compliant
with codes of conduct and protect Members and senior staff,
as well as the two organisations. Guidance should be
provided to Members and senior staff on how best to complete

Scotland
March 2016

Scottish Police Authority
Recommendation accepted. All Senior staff
within Police Scotland will be reminded of their
responsibilities in respect of the completion of

Director of Financial
Accountability, SPA

the Registers.

the forms.
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Appendix IV – Action plan
No.

Para

Issue / Recommendation

Management response / action

ref.
16

Para 2

Responsible officer
/ target date

WGA pack

Following the completion of the 2014/15 audit a

Head of Financial

Due to the protracted nature of the 2014/15 accounts

full review of the process will be undertaken to

Accountancy, Police

identify learning points and action necessary to

Scotland

address any weaknesses that occurred within

and

preparation process the WGA consolidation pack has not been
audited and submitted on time. This is a UK wide exercise.
This is also a source of concern to the National Audit Office.

the process.

Recommendation: In drawing up the financial statements

The outcome of this review will be reflected in

preparation and audit timetable for 2015/16, due cognisance
must be taken of reporting obligations at a UK level too.

the 2015/16 Year End Guidelines and
Procedures.

Report to the Scottish Police Authority and the Auditor General for Scotland on the 2014/15 audit

Director of Financial
Accountability, SPA
February 2016

Page 60

PA/S4/16/5/3
Director-General Learning & Justice
Paul Johnston

T: 0131 244 2814 2814
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By email to: Gary.Cocker@scottish.parliament.uk
Paul Martin, MSP
Convenor
Room T3.60
The Scottish Parliament
Edinburgh
EH99 1SP



 


14
January 2016
«Address1»
«Address2»
Dear
Mr Martin
«Address3»
«Address4»
PUBLIC
AUDIT COMMITTEE REPORT – 3RD REPORT 2015 – REPORT ON
«Address5»
SCOTLAND’S COLLEGES 2015
«Address6»
«Address7»
Thank you for your letter of 18 December 2015 requesting additional information following
your committee’s consideration of my previous response. I hope the following is helpful.
Student support
You asked for a breakdown of the budget and clarification on whether this includes support
in the form of loans. The further education (FE) student support budget runs to a little over
£105 million this academic year (2015-16), comprising bursaries, childcare and discretionary
funds. I can confirm that student loans are not part of the package of support for students
studying at FE level; they are available only to those studying higher education (HE) whether
in college or university.
This academic year, students studying full-time at FE level, aged 18 or over, can receive a
non-repayable bursary of up to £94.52 a week, depending on age, family circumstances and
income.
The breakdown of the student support budget for this academic year is as follows:
Bursary
Childcare
Discretionary

£83,968,996 79.8%
£14,258,400 13.5%
£7,002,635
6.7%
£105,230,031

Merger savings
You asked how, with the Scottish Funding Council (SFC), we monitor and track the efficiency
savings resulting from merger.

St Andrew’s House, Regent Road, Edinburgh EH1 3DG
www.gov.scot
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In Aileen McKechnie’s letter to the Committee of 19 August 2015, she explained that £50m
recurrent efficiency savings have largely been achieved through lower unit costs and
increased activity. I am aware that the SFC, in its response of 26 November 2015, has
provided more detail on how this figure has been derived. The relevant performance data in
this respect are the college resource budget and the volume of provision both of which are
monitored by the SFC and its board, which SG attends as observers, and through regular
joint liaison meetings.
Additionally, as you know, the SFC will, through its current post-merger evaluation
programme, gather information at college-level of other savings resulting from merger that
allow them to operate more efficiently.
I hope you find this response helpful. I would of course be pleased to provide further
information or clarification.

Yours sincerely,

Paul Johnston
Interim Director General of Learning and Justice

St Andrew’s House, Regent Road, Edinburgh EH1 3DG
www.gov.scot
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Public Audit Committee
5th Meeting, 2016 (Session 4), Wednesday 10 February 2016
Scottish Government Annual Report on the Use of Settlement Agreements 2014/15
Background
1. In 2013 the Committee took evidence from the Auditor General for Scotland / Accounts
Commission on the report entitled "Managing early departures from the Scottish public
sector." The Committee concluded its consideration of the AGS/Accounts Commission
report at its meeting on 19 November 2014.
2. As a result of the Committee’s scrutiny, the Scottish Government put in place new
arrangements for settlement agreements. The intention is to increase transparency
around the use of public money and ensure consistency of approach. The Scottish
Government undertook to report back to the Public Audit Committee after the first year
of operation of the new arrangements.
3. The Scottish Government reported in June 2015. The report is included in Appendix A.
At its meeting on 10 June 2015, the Committee agreed to defer consideration of the
report pending completion of its work on colleges.
For consideration
4. The approach taken by the Scottish Government in the report recognises that
disclosing the name of the body entering into the agreement alongside the cost could
effectively disclose the identity of an individual. Additionally, as settlement agreements
are legally binding contracts, the Scottish Government is obliged to ensure that the
specific content of any settlement agreement is disclosed no further than is necessary.
The Scottish Government is content to provide any additional disaggregated data on
the basis that it is considered in private and confidentiality is protected.
5. The Committee is invited to consider the Scottish Government’s report. The Committee
is asked to decide whether the Scottish Government should continue to report annually
on the use of settlement agreements; and if so whether future reports should be
provided directly to the Committee or to the Parliament more widely and lodged with
SPICe.
Recommendation
6. The Committee is invited to note the Scottish Government’s first report on the
use of settlement agreements and agree to highlight its work in this area in its
legacy paper.
7. The Committee is invited to agree that the Scottish Government should continue
to report annually. Future reports should be addressed to the Parliament and
lodged with SPICe.
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APPENDIX A
WRITTEN SUBMISSION FROM THE SCOTTISH GOVERNMENT TO THE PUBLIC
AUDIT COMMITTEE, DATED 3 JUNE 2015
Scottish Government Annual Report on the Use of Settlement Agreements 2014-15
Please find enclosed Scottish Government Annual Report on the Use of Settlement
Agreements for the period April 2014-March 2015 for consideration by the Committee at
their session on 10th June.
After helpful discussion with the Clerk, the report provides information on the overall costs
and number of Settlement Agreements further broken down by sector – with separate
figures provided for Scottish Government / Public bodies and NHSScotland. We have also
provided figures in respect of Further Education Colleges, which came within the scope of
the Scottish Public Finance Manual from April 2014.
As you will appreciate, in submitting information for scrutiny, there is a need to protect the
privacy and interests of individuals who have entered into Settlement Agreements.
Following discussions with the Clerk, we have therefore provided, at Annex B to the report,
an anonymised breakdown of all settlements and the associated costs.
We have not, at this point, provided information on the bodies in which Settlement
Agreements were concluded. Disclosing the name of the body entering into the agreement
alongside the cost can effectively disclose the identity of an individual.
This is important as Settlement Agreements are legally binding contracts and both Scottish
Ministers and the Scottish Parliament recognise their duty to ensure that the data
contained within a Settlement Agreement is disclosed no further than is necessary for the
purposes of Parliamentary scrutiny or otherwise.
We recognise that the Committee have a legitimate interest in considering this additional
data and would be happy to provide it on the basis that the Committee would consider this
information in private and otherwise protect its confidentiality.
You should note that a copy of the attached report has been provided to the Convenor of
the Public Petitions Committee.
Yours sincerely,
Peter Housden
Enc. Scottish Government Annual Report on the Use of Settlement Agreements 2014-15.
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SCOTTISH GOVERNMENT ANNUAL REPORT
ON THE USE OF SETTLEMENT AGREEMENTS
APRIL 2014 – MARCH 2015
Introduction
1.

On 11 June 2014 the Scottish Government notified the Public Audit Committee of
the implementation of new guidance on Settlement Agreements and undertook to
report back to the Committee on the first year of operation of the guidance,
spanning the period April 2014 – March 2015.1

2.

This report fulfils that commitment and covers:






The status and use of Settlement Agreements;
Scottish Government Settlement Agreement guidance and review process;
The use of confidentiality clauses;
The number and cost of settlements entered into 2014-15; and
Planned improvements.

Status and use of Settlement Agreements
3.

A Settlement Agreement is a legally binding contract entered into by an employer
and employee to resolve an employment dispute. Settlement Agreements are
recognised in law and are an accepted part of employment practice. As such, they
are the subject of guidance by the Advisory, Conciliation and Arbitration Service
(ACAS).2

4.

Settlement Agreements are used in circumstances where:
a) the employment relationship has broken down or been significantly impaired;
b) the situation cannot be remedied through mediation or other personnel
processes; and
c) alternative routes to resolution would involve disproportionate cost at a tribunal or
otherwise at law; and impair the efficient functioning of the service.

5.

Consideration of the use of a Settlement Agreement will take into account:
a) the direct and indirect costs of alternative proceedings and of any awards that
might be made;
b) disruption to the effective and efficient operation of the service caused by an ongoing
dispute
and
the
resultant
stress
on
individuals;
and
c) the likely timescales involved, against the need to bring matters to a timely
conclusion.

1

Written submission from the Scottish Government to the Public Audit Committee, 11 June 2014
http://www.scottish.parliament.uk/S4_PublicAuditCommittee/General%20Documents/Written_submission_fro
m_the_Scottish_Government_to_the_Public_Audit_Committee_dated_11_June_2014.pdf
2
ACAS statutory code of practice on Settlement Agreements. http://www.acas.org.uk/media/pdf/j/8/AcasCode-of-Practice-on-Settlement-Agreements.pdf
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6.

Scrutiny of Settlement Agreements by Accountable Officers is undertaken because:
a) they may involve payments to individuals above and beyond their normal
contractual entitlement;
b) Parliament and the public will want to be assured that, in all the circumstances of
the
case,
their
use
was
appropriate
and
reasonable;
and
c) there is a need to ensure their use does not cut across the important protections
offered to whistleblowers.

Scottish Government Settlement Agreement guidance and review process
7.

Settlement Agreement guidance introduced by the Scottish Government in 2014
provides for the central review and reporting of Settlement Agreements and is
designed to increase transparency, promote consistency and ensure value for
money.

8.

The first line of assurance lies with the designated Accountable Officer for each
body as set out in the Scottish Public Finance Manual3 (SPFM). The SPFM notes
that “the essence of the Accountable Officer's role is a personal responsibility for
the propriety and regularity of the finances under their stewardship and for the
economic, efficient and effective use of all related resources. Accountable Officers
are personally answerable to the Parliament for the exercise of their functions”. 4
The SPFM and Scottish Government guidance make it clear that final decisions on
Settlement Agreements rest with the Accountable Officer.

9.

Our guidance sets out the process for interaction between a designated
Accountable Officer and the Scottish Government, and requires the relevant body to
consult the Scottish Government before entering into a Settlement Agreement and
to submit a business case.

10.

For NHSScotland bodies, the reporting procedure follows a similar process and is
overseen by DG Health and Social Care / Chief Executive of NHS Scotland.

11.

The bodies covered by the reporting procedure in the Scottish Government
guidance are set out at Annex A.

12.

The reclassification of incorporated Further Education colleges in Scotland as public
bodies took effect for the purposes of national accounts from 1 April 2014 and
brought these colleges under the scope of Scottish Government guidance on
Settlement Agreements. Scrutiny and oversight for the college sector is delegated
to the Scottish Funding Council (SFC). College data is included in this report.

Confidentiality clauses
13.

3
4

At the request of the employee or their legal representative, Settlement
Agreements may include a voluntary provision whereby the parties agree to keep
the agreement itself confidential and not disclose its details to third parties.
Inclusion of such a clause protects the rights of the employee who may have
legitimate concerns that disclosure of the terms and circumstances of the
agreement and their identity would impact negatively on their privacy and

http://www.gov.scot/Topics/Government/Finance/spfm/Intro
http://www.gov.scot/Topics/Government/Finance/spfm/Accountability
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employability. The ACAS guidance provides a model Settlement Agreement which
includes a standard confidentiality clause.5
14.

Nothing, however, in a Settlement Agreement can prevent the individual from
making a protected disclosure under whistleblowing legislation. Any agreement
which sought to prevent staff from raising concerns about health and safety or
malpractice would be void under the Employment Rights Act 1996 (as amended by
the Public Interest Disclosure Act 1998).

15.

The Public Audit Committee expressed concern about the use of confidentiality
clauses in Settlement Agreements, particularly in relation to their use by
NHSScotland. The Cabinet Secretary for Health and Wellbeing determined that
there would thenceforth be a presumption against the use of any confidentiality
clauses in NHSScotland Settlement Agreements unless there were clear and
transparent reasons for their inclusion. The NHSScotland consultation procedure
includes an explicit requirement that Boards notify Scottish Government of any
proposal to include a confidentiality clause and, with effect from 1 April 2015; all
such proposals will be put to the Chief Executive of NHS Scotland.

16.

We intend to adopt the NHSScotland approach to the use of confidentiality clauses
across wider public bodies during 2015-16.

Information sharing
17.

In presenting material for scrutiny by the Public Audit Committee, we are mindful of
the need to respect the confidentiality of Agreements and the general entitlement of
individuals to privacy. We have thus provided information on the number of
Settlement Agreements entered into and the costs involved.

18.

Disclosing the name of the body entering into the agreement alongside the cost can
effectively disclose the identity of an individual. An anonymised breakdown of each
of the agreements and the associated costs is thus provided at Annex B. We would
be happy to provide the Committee with associated information to consider in
private on individual bodies should they require this for the purposes of their
Parliamentary scrutiny.

Numbers and costs of settlements
19.
Headline costs and number of Settlement Agreements for the first year of operation
are set out below. A full anonymised breakdown is provided at Annex B.

5

http://www.acas.org.uk/media/pdf/n/h/Settlement-agreements-a-guide.pdf p.69
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20.

Table of Agreements and associated costs
Oversight
Body
Scottish
Governmen
t / Public
bodies
NHSScotla
nd
Scottish
Funding
Council
TOTALS

Number
Number of
Total cost
of
Agreements
(£)
bodies

Noncontract
ual
element

Number
of
confidentiality
clauses used

23

12

875,421

225,879

21

30

15

895,134

532,975

13

14

9

411,185

152,837

13

67

-

2,181,740

911,691

47

21.

The costs above include the total gross cost of the Settlement Agreement to the
employer, including the contractual and non-contractual payments made to the
employee and ancillary costs, such as the cost of negotiating and concluding the
settlement and any legal costs.

22.

Contractual payments are those to which the employee is legally entitled. These will
include payments such as, on termination, notice payments and pay in lieu of time
owed. They will also include lump sum and pension payments to which the
employee is entitled on termination of employment through the Civil Service
Compensation Scheme or an equivalent scheme.

23.

Non-contractual payments are those offered in order to resolve the employment
dispute.

24.

The level of proposed non-contractual payment is included in the draft business
case submitted for consideration. This is weighed against the risks and costs of not
entering into a Settlement Agreement, as set out in paragraph 5 above.

Planned improvements
25.

In this first year of scrutiny it is not possible to analyse trends. However, when
considered against the overall size of the public sector workforce and the number of
leavers per annum, it is clear that, as expected, Settlement Agreements are used
only in very limited circumstances – in NHS Scotland for example, amongst a cohort
of over 10,000 leavers, 30 agreements were concluded.

26.

Continued vigilance is required however and improvements have already been
identified and implemented. NHSScotland has reviewed procedures on
confidentiality agreements which is to be applied more widely. The SFC have
identified areas for improvement and are currently developing revised guidance for
colleges on severance arrangements generally and Settlement Agreements

6
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specifically to respond to points raised in Audit Scotland’s report ‘Scotland’s
colleges 2015’.6
27.

The process of review within Scottish Government process is being similarly refined
and improved. An initial review has been conducted with Internal Audit to consider
the guidance and the process for handling individual cases. Once the reporting
process to the
Scottish Parliament is complete we will review this feedback
and advise the Committee of the procedures and safeguards that will obtain, in
2015-16, and at the discretion of the Committee, to continue to submit an annual
report.

Conclusion
28.

6

The Committee is asked to note this report.

http://www.audit-scotland.gov.uk/docs/central/2015/nr_150402_scotlands_colleges.pdf
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ANNEX A
LIST OF PUBLIC BODIES COVERED BY REVISED REPORTING PROPOSAL
FROM 1 APRIL 2014 – 31 MARCH 2015
[N.B. this list will be updated from time to time as required]

Scottish Government

Police Investigations and Review
Commissioner
Quality Meat Scotland
Risk Management Authority
Royal Botanic Garden, Edinburgh
Royal Commission on the Ancient and
Historical Monuments of Scotland
Scottish Agricultural Wages Board
Scottish Children’s Reporter
Administration
Scottish Criminal Cases Review
Commission
Scottish Enterprise
Scottish Environment Protection
Agency
Scottish Funding Council
Scottish Futures Trust
Scottish Legal Aid Board
Scottish Legal Complaints
Commission
Scottish Natural Heritage
Scottish Qualifications Authority
Scottish Social Services Council
Skills Development Scotland
Sportscotland
VisitScotland
Water Industry Commission for
Scotland

The Crown Office and Procurator
Fiscal Service
Executive Agencies
Accountant in Bankruptcy
Disclosure Scotland
Education Scotland
Historic Scotland
Scottish Prison Service
Scottish Public Pensions Agency
Student Awards Agency for Scotland
Transport Scotland
Non Ministerial Departments
(NMDs)
National Records of Scotland
Office of the Scottish Charity Regulator
Registers of Scotland
Scottish Court Service
Scottish Housing Regulator
Public Corporations
Caledonian Maritime Assets Ltd
David MacBrayne Ltd
Highlands and Islands Airports Ltd
Scottish Canals
Scottish Water

Advisory NDPBs
Judicial Appointments Board for
Scotland
Local Government Boundary
Commission for Scotland
Mobility and Access Committee for
Scotland
Scottish Advisory Committee on
Distinction Awards
Scottish Law Commission
Scottish Local Authorities
Remuneration Committee

Executive NDPBs
Architecture and Design Scotland
Bòrd na Gàidhlig
Cairngorms National Park Authority
Care Inspectorate
Children’s Hearings Scotland
Creative Scotland
Crofting Commission
Highlands and Islands Enterprise
Loch Lomond and The Trossachs
National Park Authority
National Galleries of Scotland
National Library of Scotland
National Museums of Scotland

Tribunals
Additional Support Needs Tribunals for
Scotland
8
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Lands Tribunal for Scotland
Mental Health Tribunal for Scotland
Parole Board for Scotland
Private Rented Housing Panel
Scottish Charity Appeals Panel
Health Bodies
Healthcare Improvement Scotland
Mental Welfare Commission for
Scotland
NHS 24
NHS Boards
NHS Education for Scotland
NHS Health Scotland Board
NHS National Services Scotland
National Waiting Times Centre Board
Scottish Ambulance Service Board
State Hospital Board for Scotland
Other Significant National Bodies
Drinking Water Quality Regulator
HM Chief Inspector of Constabulary in
Scotland
HM Chief Inspector of Prisons in
Scotland
HM Chief Inspector of Prosecution in
Scotland
Office of the Queens Printer for
Scotland
Scottish Roadworks Commissioner
The Scottish Police Authority
The Scottish Fire and Rescue

9
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Note: Some bodies came within the scope of the SG guidance during the financial
year, such as Prestwick Airport, from 28 July 2014, and Revenue Scotland from
1st January 2015. They will be included from next year’s report. Further education
colleges came within the scope of the SG guidance from April 2014. Scrutiny and
oversight for the college sector is delegated to the Scottish Funding Council
(SFC).
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ANNEX B
LIST OF AGREEMENTS AND COSTS
TABLE A: All Agreements in cost order
(including Scottish Government and public bodies, NHSScotland and Further
Education colleges)
Number
1a
2a
3a
4a
5a
6a
7a
8a
9a
10a
11a
12a
13a
14a
15a
16a
17a
18a
19a
20a
21a
22a
23a
24a
25a
26a
27a
28a
29a
30a
31a
32a
33a
34a
35a
36a
37a

Overall cost
(£)
1,000
1,107
2,298
2,567
2,700
3,450
4,000
5,300
5,500
5,500
5,500
5,889
6,144
6,250
8,000
9,000
9,000
10,000
10,071
10,837
11,621
11,919
12,000
12,628
12,855
13,347
14,422
15,084
15,300
15,500
15,830
17,500
18,883
19,272
19,647
20,227
21,300

Contractual
cost (£)
0
507
0
297
0
0
0
5,000
0
0
0
2,981
790
0
0
0
0
0
221
2,337
621
7,069
0
1,828
8,005
3,347
11,409
9,034
0
0
0
0
6,689
10,288
4,647
6,714
0

Non
contractual
cost (£)
500
0
2,298
1,794
2,500
1,500
4,000
0
5,000
5,000
5,000
2,608
4,878
6,250
8,000
9,000
7,000
10,000
9,000
8,000
11,000
4,000
12,000
10,000
4,000
10,000
2,913
5,000
14,000
15,000
14,530
17,000
11,894
8,684
15,000
11,714
21,000

11

Ancillary
costs (£)
500
600
0
476
200
1,950
0
300
500
500
500
300
476
0
0
0
2,000
0
850
500
0
850
0
800
850
0
100
1,050
1,300
500
1,300
500
300
300
0
1,800
300

Confidentialit
y
Clause used
No
Yes
Yes
Yes
No
Yes
Yes
No
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
No
Yes
No
No
Yes
Yes
No
Yes
Yes
Yes
No
Yes
No
No
Yes
No
Yes
Yes
Yes
No
Yes
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38a
39a
40a
41a
42a

21,300
21,549
22,297
22,392
23,002

Number

Overall cost
(£)

43a
44a
45a
46a
47a
48a
49a
50a
51a
52a
53a
54a
55a
56a
57a
58a
59a
60a
61a
62a
63a
64a
65a
66a
67a
TOTALS

23,199
25,300
29,621
30,600
31,092
31,925
37,204
38,932
44,470
49,675
50,781
53,870
54,050
55,104
62,220
62,921
66,432
68,190
75,242
95,820
102,683
112,400
140,750
157,546
189,724
2,181,740

0
17,049
11,779
11,325
20,626
Contractual
cost (£)
6,399
0
28,677
30,000
4,269
14,462
25,250
29,333
13,920
48,034
0
31,160
23,750
25,497
61,920
15,536
13,257
66,890
17,442
95,000
66,383
111,980
140,000
157,246
40,054
1,209,021

20,000
0
10,218
10,767
2,126
Non
contractual
cost (£)
15,000
25,000
0
0
26,224
17,163
11,654
9,089
30,000
0
49,481
12,819
30,000
28,857
0
47,085
52,175
0
56,300
0
35,000
0
0
0
142,670
911,691

12

1,300
4,500
300
300
250
Ancillary
costs (£)
1,800
300
943
600
600
300
300
510
550
1,641
1,300
9,891
300
750
300
300
1,000
1,300
1,500
820
1,300
420
750
300
7,000
61,028

No
Yes
Yes
Yes
No
Confidentialit
y
Clause used
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
No
Yes
Yes
No
No
Yes
No
Yes
Yes
Yes
No
Yes
Yes
Yes
No
47 Yes
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TABLE B: NHSScotland Agreements in cost order
Non
contractual

Confidentialit
y

Overall cost
(£)

Contractual

1b

1,000

0

500

500

No

2b

1,107

507

0

600

Yes

3b

2,567

297

1,794

476

Yes

4b

2,700

0

2,500

200

No

5b

5,300

5,000

0

300

No

6b

5,500

0

5,000

500

Yes

7b

5,500

0

5,000

500

Yes

8b

5,500

0

5,000

500

Yes

9b

6,144

790

4,878

476

Yes

10b

6,250

0

6,250

0

Yes

11b

9,000

0

7,000

2,000

No

12b

10,000

0

10,000

0

Yes

13b

10,071

221

9,000

850

No

14b

10,837

2,337

8,000

500

No

15b

12,628

1,828

10,000

800

Yes

16b

14,422

11,409

2,913

100

No

17b

15,300

0

14,000

1,300

No

18b

15,500

0

15,000

500

No

19b

15,830

0

14,530

1,300

Yes

20b

21,300

0

20,000

1,300

No

21b

23,002

20,626

2,126

250

No

22b

25,300

0

25,000

300

Yes

Number

cost (£)

cost (£)

13

Ancillary
costs (£)

Clause used
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23b

50,781

0

49,481

1,300

No

24b

55,104

25,497

28,857

750

No

25b

62,220

61,920

0

300

No

26b

66,432

13,257

52,175

1,000

No

27b

68,190

66,890

0

1,300

Yes

28b

75,242

17,442

56,300

1,500

Yes

29b

102,683

66,383

35,000

1,300

No

30b

189,724

40,054

142,670

7,000

No

14
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TABLE C: Further Education College Agreements in cost order
Number
1c
2c
3c
4c
5c
6c
7c
8c
9c
10c
11c
12c
13c
14c

Overall cost
(£)

Contractual
cost (£)

2,298
4,000
8,000
9,000
12,000
18,883
19,272
21,300
22,297
23,199
37,204
38,932
54,050
140,750

0
0
0
0
0
6,689
10,288
0
11,779
6,399
25,250
29,333
23,750
140,000

Non
contractual
cost (£)
2,298
4,000
8,000
9,000
12,000
11,894
8,684
21,000
10,218
15,000
11,654
9,089
30,000
0

Ancillary
costs (£)
0
0
0
0
0
300
300
300
300
1,800
300
510
300
750

Confidentiali
ty
Clause used
Yes
Yes
Yes
Yes
No
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes

TABLE D: Scottish Government and other public bodies Agreements in cost
order
Number
1d
2d
3d
4d
5d
6d
7d
8d
9d
10d
11d
12d
13d
14d
15d
16d
17d
18d
19d
20d
21d

Overall cost Contractual
(£)
cost (£)
3,450
5,889
11,621
11,919
12,855
13,347
15,084
17,500
19,647
20,227
21,549
22,392
29,621
30,600
31,092
31,925
44,470
49,675
53,870
62,921
95,820

0
2,981
621
7,069
8,005
3,347
9,034
0
4,647
6,714
17,049
11,325
28,677
30,000
4,269
14,462
13,920
48,034
31,160
15,536
95,000

Non
contractual
cost (£)
1,500
2,608
11,000
4,000
4,000
10,000
5,000
17,000
15,000
11,714
0
10,767
0
0
26,224
17,163
30,000
0
12,819
47,085
0
15

Ancillary
costs (£)
1,950
300
0
850
850
0
1,050
500
0
1,800
4,500
300
943
600
600
300
550
1,641
9,891
300
820

Confidentiali
ty
Clause used
Yes
Yes
Yes
Yes
Yes
Yes
Yes
No
Yes
No
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
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Number
22d
23d

Overall cost Contractual
(£)
cost (£)
112,400
157,546

111,980
157,246

Non
contractual
cost (£)
0
0

16

Ancillary
costs (£)
420
300

Confidentiali
ty
Clause used
Yes
Yes
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Public Audit Committee Members Bulletin: 10 February 2016
The following table details new documents laid or published which fall within the
general remit of the Committee. Except in relation to reports from the Auditor
General for Scotland, there is no requirement for the Committee to consider these
documents, however Standing Orders provide for the Committee to consider any
such documents, if it so decides.
Date Laid
(2015)
29/01/2016

SG/2016/10

04/02/2016

SG/2016/11

04/02/2016

SG/2016/13

Ref

Document
Report to the Scottish Parliament in Respect
of Changes to the National
Health Service Pension Scheme (Scotland)
NHS 24 Board Meeting: Future Programme
Implementation October 2015 –
Lessons Learned
Scottish Water Interim Accounts For the six
months to 20 September 2015
Forthcoming AGS report

Title

Anticipated publication
date
Changing models of health and social care (j)
March 2016
Maintaining Scotland's roads: a follow-up audit
June 2016
Audit of higher education in Scotland
June 2016
Supporting Scotland's economic growth: The role Summer 2016
of the economic development agencies
(j) Joint AGS/Accounts Commission report
Forthcoming Accounts Commission reports (for information)
Title
Social work in Scotland
An overview of local government in Scotland
2016

Anticipated publication
date
Summer 2016
March 2016

